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Y Y hen it comes to information, 
getting it there is definitely 
not half the fun. 





That’s why 
a lot of people 
who know why they 
need to share informa- 
tion among computers still 
haven't decided how to do it. 
But now there's the IBM 
Smart Office. The Smart Office is a 
comprehensive range of solutions 
designed to help people find and use 
the information they need. 
Smart Office means never having to 
. say “where is it? 5 because at the touch 
l of a key you bei it. All your office 
| computers are smoothly linked into 
_ «one seamless information resource. 
. You can start by connecting up a de- 
partment, then link departments and 
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The IBM Smart Office: 


Because there has to be an easier way. 
EY 





















later even connect | 

branch offices 

in different countries. 
An IBM Smart 


Office is also smart 


money. It provides an 
economical way to 
share resources like 


modems and high- 
speed 


printers. 


So if your organi- 
zation could use a 
little more organization, 
contact your [BM repre- 
sentative and find 
out why the IBM 
Smart Office 

is the easier way 
to get your 
information from 
here to there. 


IBM is a registere d trademark of International Business Machines Corporation 


enough to save you | 


disk storage systems, | 
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Introducing 
the Regency Terrace 
The new sun-spangled 
wing of Hyatt Regency 
Singapore is a resort in the 
heart of the city, complete with an 
incredible four-storey waterfall, a landscaped 
pool area, lush tropical greenery, a fitness centre, squash 
and tennis courts. A bright and breezy welcome awaits every guest 
in its 320 beautiful rooms, each with its own private covered alcove. 
For business or pleasure, the Regency Terrace is « spectacular touch of Hyatt. 
Don't you WISH 
YOU WERE 
HERE." 
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HYATT REGENCY€3)SINGAPORE 


For reservations call 7331188 in Singapore or contact the nearest Hyatt or Travel Plarner. 










Welcome spillover 


Robert Karniol's article [ARTS & SOCIE- 
TY, 7 Aug.] is as loose and equivocal as 
his opening paragraph where he only 
gives a passing mention of what he 
vaguely identifies as “a broadcasting 
problem” and then stops short of in- 
depth analysis in the subsequent para- 
graphs. Given its guiding title, one comes 
to find that Karniol is talking about 
something well off the focus because al- 
most two-thirds of his article is dispro- 
portionately dedicated to featuring 
American Forces Korea Network 
(AFKN) facilities and activities. As far 
as I can see, he should have been more 
elaborate and specific in unveiling the 
AFKN's “host-country sensitivities” 
issue instead of obscuring the reader’s 
mind with the side-dish news stories. 

At one point ne gratuitously clain 
that the AFKN spillover is a source 6i 
“disquiet” because "more South, Ko- 
reans develop English skills" by watch- 
ing AFKN. Well, I can buy some of this 
inaccurate theory, but it must be driven 
home to him that most of the local 
AFKN audience aere is made up of an 
intellectual pool of regular viewers who, 
believe it or not, tune in to the Ameri- 
can channel for movies or quality pro- 
grammes like ABC's Nightline, Wash- 
ington’s This Week and the Tonight 
Show. 

They are not just picking the US 
military TV channel to develop their 
English, which certainly takes second 
place to their primary efforts to keep 
abreast of global affairs. If Karniol feels 
that the “disquiet” comes from South 
Korean traditionalists’ concern about 
the sex-oriented movies and permissive 
violence of certain shows on AFKN, he 
needs to be mindful of who is in its view- 
ing zone. Although they are not entire! 
open-minded about sex and violencc, 
they are not so puerile an audience 
as to reject these programmes out of 
hand. 

What draws my attention above all is 
the “host-country sensitivities” policy of 
AFKN. I admit that AFKN rightly re- 
spects the social and cultural practices 
of its host, South Korea. But in what is 
viewed as the sensitivity abuse, how- 
ever, AFKN denies the concerned local 
audience fair access to those news items 
which are otherwise objective and bal- 
anced enough not to invite censorship. 
In connection with this, some opposi- 
tion lawmakers lodged a strong protest 
against biased news attitudes of AFKN 
while on a visit to the US capital some 
time ago, but reportedly got a short 
shrift from those in charge of the Ameri- 
can Forces Radio and Television Ser- 
vice. What I can say with confidence is 
that news programmes are rapidly es- 
tablishing their place in the minds of 
South Korean intellectuals because of- 
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You know how it is. 

Arrive at your business meeting feeling, looking 
and sounding fresh as a daisy and you perform with 
the grace and skill of a tightrope walker. 

Walk in looking like a wilted weed and nobody 
is impressed. 

The trick is staying fresh after a long flight to 
your destination. A: Thai International we under- 
stand the problem. 

As one of the first airlines to offer non-stop 
flights to Europe and the USA, we have an enviable 
reputation for introducing non-stop travel to busi- 
ness destinations. 

And even more are on the way. But freshness 











isnt just a physical thing: its psychological, too. 

So we go out of our way to pamper to your 
every need with the service and warmth that are 
second nature to the Thai people. 

Courtesy and consideration are par for the 
course on Thai International, not bolt-on extras you 
get if your hostess is having a good day 

Our Business Class service gives you room to 
stretch out and relax, plus - just as important - plenty 
of storage space so you dont travel with a lap full of 
documents, paperbacks and plastic cups. 

Plastic cups? On Thai? Perish the thought. 


What we serve deserves better 
than that. And so do you. vu Tha 


Smooth as silk 







































He will now have to appear bef rea 
parliamentary privileges committee. 
which has promised him that hé can. 
cross-examine all the witnesses he has 
requested. At this committee, as I | 
understand it, he will have to testify - 
under oath because he would no longer 
be a witness "assisting" in an inquiry. 
He must substantiate or retract allega- 
‘tions made under cover of parliamen- 
tary privilege. 

Singapore i S. W. Tay 








i in] counteniart. Iti isno secret t that 
"KN's Korea Newsline does not go | 
b yond the expected press limits of 
South Korea in its news coverage, espe- | 
cially: when it comes to news of political: 
sensitivity. And, às a rule, Korea News- 
line is attributed to. the local news ser- 
vices such as Yonhap News Agency and 
The Korea Herald, which are not inde- : 
pendent. What the local press does not 
and cannot report is usually not covered 
on Korea Newsline, lll bet. x 
Seoul C. S. Pyon 














Migration path E 
I believe that the figure of 1,800 Asian || 
arrivals in Australia under its business 
. migration programme given by Hamish 
. McDonald [REVIEW, 14 Aug.] for the 
. 1985-86 period, may be an understate- 
ment. One route for Asians and. others 
"wishing to settle in Australia under this 
programme is to deposit A$500,000 
(US$315,000) with any of Australia's 
280 cooperative housing societies. 
These deposits are guaranteed by Aus- 
tralian state governments. : 
This is a simple and secure method 
for Asians wishing to settle in Australia. 
Just from the volume of applications 
which our organisation is handling, we 
believe that the figure given errs on the 
low side. : Derek Amos 
Melbourne Directors International 













g presen Jeyaret- 
das invokec amentary privilege as 
a reason no Ó give evidence at the in- 
quiry commission set up to investigate. 
his allegations that there had been 
executive interference in Singapore's 
courts. | 
He claims that on.the contrary he 
was itching to give evidence provided: he 
was allowed to call certain witnesses for 
cross examination, though Jeyaretnam . 
conveniently. unavailed himself of the 
well-established procedures of commis- 
sions of inquiry for summoning the wit- 
nesses he required. 
Jeyaretnam tried this line of argu- 
ment during the parliamentary debate 
last month on the inquiry commission's 
report. He suddenly found himself 
anxiously confronting a TV monitor 
wheeled into the chamber to peo evi- 
dence. This is what we all heard: 
. “This is an absolute prohibition . . di 
is not a privilege that can be waived. | Historical prejudice 
I this, as I see it, is an absolute pro- | = ~ 
Ll. ion and I pointed out the penal | 
sanctions that attach to anyone who vio- 
lates any provision of this (Parliamen- 
tary Privileges) Act. I will not answer 
any questions or give any evidence 
about what I said in parliament be- 
cause there is an absolute prohibi- 
tion.’ | 
It was a video recording of Jeyaret- 
nam's performance at the inquiry com- | 
mission. Apart from glaring at his be- 
traying image on the TV screen, 


ie truth”: 


Memorable as Amnesia 


| am writing to compliment you on 
Nicholas Dutt's report on Amnesia 
[GUEST TRAVELLER'S TALES, 21. 
Aug.]. It displays the same journalistic. 
skills (even-handedness, objectivity, re- q 
gard for the truth) that typify your’ Te- Rx 

cent reports on Singapore. i 
: | Frankfurt A. Victor 
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I believe Malaysia's Minister of Educa-, 
tion Anwar Ibrahim owes the inhabit- |) 
‘ants of Southeast Asia an apology for || ` 
his unscholarly claim that four-fifths of | 
the contemporary Asean area in the 
pre-Islamic era was “the equivalent to 
| the European Dark Ages before Christ-. 
| ianity," and “elite-mass gap" results 
‘from "colonial values” [REVIEW, 7 
Aug. |. 

Never mind if he denigrates . his 
| own forebear's rich life before Islam 
Jeyaretnam did not claim that the image | was exported to Southeast Asia, but 
was that of an imposter — atleast notso | don't lump others into the same cate- 
far. | gory. His tunnel vision of history only 

Those quotes make clear beyond | reflects his own prejudice. It has no- 
doubt that Jeyaretnam had not the | thing to do with objectivity and the rest 
slightest intention of giving evidence. | of Southeast Asia. 

Even if the commissioner had waived | Sarawak 'Borneo Islander' 

accepted rules of procedure and al- M 

lowed Jeyaretnam to summon wit- 

nesses, hé would not have given evi- | | Pseudonym Er rege 
- e 

dence because. as. he quite invalidly ae must bear Lx writer's signature and address. a 

claims he was “absolutely prohibited | | NEC 4 
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"The Scholarships are tenable for one year in the first instance and, 
fragte to HFEUSIHCTONE progress, Tenewaole annually tor another ` 


























The value " each Scholarship. ranges irem S$80010851 100per 
"month(US$1.00 = 5$2 17 approximately} and is.not subiect to 
“income tax; the actual quantutr: is determined on the: Candidate's 
i qualifications and experience. No travel or onar alle lowance iS 

| provided. ; 

| Research Scholars may be asked to assist in the Kark ota he. 

| Departments to which they are attached tor not more than three 

|. hours a week. They will beremunerated forthe work done. = 
qe The University will help Research Scholars find off-carapus 
| accommodation. 

T Appigaron forms may be obtained from: 


egisirar Uo NUS Overseas pines 
ct rey 3 Chesham Street. 
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Premier Position 
Modern near new building ~ 
21/796 Depreciation Allowance 
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oo 780 Third Avenue, Sue 2403 Price $4. 85 Mil. (Aust. Er 


New York, NY 10017 
^s United States of Amerca 


inyour request tor. application forms, please state -~ 
à) the field of research you intend to undertake: and 
< Dk your highest educational qualification 
r Applications must be received bv THE REGISTRAR, 
1 CNATIONAL UNIVERSITY .OF- SINGAPORE by 29 Noverneb 1986. 


Novak Tonkin "3 Baillieu 
pipes head ü "SIS: Knight Frank 


IGE AGLE rae BRISBANE 33 Elkhorn Avenue. 


SURFERS PARADISE OLD 4217 


PHONE BR BRISBANE PHONE SURFERS PARADISE 
106 - 61 - 72296988. 106-61-75388144. 
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Fontainebleau, France ^ | 
: presents two seminars reserved for 
a | People and Organisational Structures for Asian Operations 
29-37 October, 1986 in Fontainebleau | 


- This programme is designad for Asian anc European human resource 
3 itp managers anc is aso particularly relevant to executives in charge 
_ 0f expatriate and local personnel, corporate planners, business en 

ib bad rah officers as "a as operan de executives. « 







| TUN Novenibi er, 1986; in maa i B bleau. | 
is procramme will be beneficial to operational or corporate máragers in 
paring and managing joint verttures cr licenses in Pacific Asia. 


pose of this programme is: recent mvlormation o FERE and 
hs rid about the curre "hdi 
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apanese manufacturers' drive into the US and Europe 
«eq has accelerated in recent times, as they seek ways of 

| manoeuvring around protectionist barriers. Asia and other 
WM. regions have been neglected by comparison. But the new 
wave of Japanese foreign direct investment, which is riding 
"| on the back of the strong yen, is spilling over into neigh- 
|| bouring Taiwan and South Korea and looks as though it 
could engulf Asean, too, in'the future. The implications for 
capital formation and employment in the region are enor- 
mous. Singapore correspondent Nigel Holloway analyses 
the likely future impact of Japanese investment, while other 


REVIEW correspondents look in detail at how the balance of international invest- 


ment power is changing. Pages 59-66. 


Cover illustration by Johnny Wu. 





Page 12 

The Singapore Government rushes 
rough a new, tough bill to remove a 

:arge measure of privilege protection 

from MPs. 


Pages 12-13 

The foreign press comes under fire 
from two prime ministers — Singa- 
pore's Lee and Malaysia's Mahathir. 


Page 14 

Sabah's ruling party congress calls 
for the return of Labuan island by the 
federal government. 


Page 14 

Peking plays down an incident with 
Soviet border forces in July, but steps 
up its criticism of Indian reports on 
Chinese intrusions aisi t the Sino-In- 
dian border. 


Page 16 
China will go ahead with its Daya Bay 


nuclear power station, despite grow- 
—J3opposition in Hongkong. 





As the opposition agitation in Pakis- 
tan peters out, both Junejo and 
Bhutto count the cost of the recent 
political confrontation. 


Pages 23-26 

Top Japanese policymakers consider 
opening the country to more foreign 
labour, but the general public is likely 
to oppose such a move. 


am 
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Page 30 
Rumours on the Thai queen's health 
and arift inthe royal family are denied. 


Page 36 

Indonesia's President Suharto braces 
for mounting opposition as an elec- 
tion approaches. 


Pages 47-48 

The Malaysian Overseas Investment 
Corp. is put into liquidation after a 
short and turbulent history. Across 
the Causeway, Tan Koon Swan is sen- 
tenced to two years in prison for his 
part in the problems of Pan-Electric 
Industries. 


Page 49 
After years of negotiations, Singapore 
and Malaysia appear near to agree- 
ment on water and natural-gas pur- 
chases. 


Page 52 

The World Bank sees continued eco- 
nomic weakness in the Philippine 
economy — and makes veiled criti- 
cism of the IMF. 


Page 53 

South Korea calls a sudden halt to 
foreign borrowings and imposes new 
rules on banks’ operations. 


Page 72 

Northeast China, once the economic 
powerhouse of the country, sees its 
importance decline and its industry 
stagnate. 


Pages 73-75 

China’s national airline, CAAC, and Air 
New Zealand are both casting wary 
eyes on new competition — while Sri 
Lanka begins an investigation of its 
troubled flag-carrier. 


Page 77 

Pakistan moves ahead with its plans 
to offer shares of state corporations 
to the public. 
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ARTS & SOCIETY 


Theatre: Revolutionary songs find voice in 
the streets 
Film-making: Bengali pictures retreat from 
Calcutta's cinema halls 
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small screen 
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Companies: High-flier crashes in Kuala 
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End of the line in Singapore 


Resources: A gain on both sides in Malaysia —— 
. Economies: Stability's high cost in the 


Philippines 
Finance: Monetary moratorium in Seoul 
Cover story: Japan builds an empire 


Japan picks winners to hurdle the fences 


Go for food, not for chips 

US supremacy is waning 

Tokyo-Manila investment axis 

The new wave in Singapore 

Pick the NICs for best returns 

Look East or look West, hi-tech eludes 
Malaysia 


Development: Battleground to backwater in 


Shenyang 

Aviation: Still in the running in Peking 
Beleaguered skies in Colombo 
Domestic disharmony in Wellington 


Policies: The disinvestment game in Islamabad — 77 


Banking: First blood, part I in Sydney 
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Companies: Hit by a cash crisis in Bangkok — 79 | - 
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| ‘Too conservative’ 

| Six of the 48 members of 
Ik the Philippines’ Constitution- 
| al Commission have staged 


| walkouts and threatened col- 
| lective resignations over what 


— | they say is @ trend towards a 
.| too conservative final draft, 
_ | due to be put to a referendum 
1 | in Philippine companies, the 

| six members of the so-called 


| 
| . “nationalist” bloc threatened 
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| an 
. after it is presented on 2 Sep- 
| tember. Initially prompted by 
; 

| and then retracted their re- 
| signations. 


a row over raising the level 
| of non-citizen equity holding 
| Besides opposing ES 
| economic domination," the 





























{| gust its list of nominees for 
| elections on 6 December that 


| will decide 73 seats in the 

.| Legislative Yuan and 84 seats 

.| in the national assembly. The 

_| KMT named 60 candidates for 

_ three-year terms in the legisla- 

| ture and 61 for six-year terms in 
i . the assembly. 

_ The elections are expected 

l to be hotly contested by the op- 

| position which finds the legisla- 

{ ture in particular a valuable 

| forum for criticising the gov- 

| ernment despite the KMT's 

| huge majority in both cham- 

| bers. On 24 August the opposi- 

| tion held the first meeting of its 

| campaign aid committee and 

| said it would announce a list of 

| candidates on 21 September. 

1 — Carl Goldstein 


' Lee visits Mahathir 
| mie ‘talks 
_ Singapore Prime Minister Lee 


| sian counterpart Datuk Seri 
| Mahathir Mohamad in Kuala 
| Lumpur on 23 August — the 


has visited the other — to give 
| new impetus to stalled talks on 
| the n of water from Johor 
| and the supply of gas from 
Trengganu to Singapore. Lee 
| said there were two items 
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— | Kuhn Yew met his Malay- 


| first time in four years that one | 


which Mahathir raised with 


him. One was the development 
of Malaysia’s raitway and the 
other he declinec to disclose. 


| Foreign Minister S. Dhanaba- 


lan said the subject of Tan 
Koon Swan, the Malaysian 
politician jailed on 26 August 
in Singapore, did not come up 
in the discussions between the 
twoleaders. — Nigel Holloway 


New Zealand Prime Minister 
David Lange has been landed 
with another pose- as a result 
of his ban on visits by US nu- 
clear-armed or nuclear-pow- 
ered ships and the country's 
subsequent exclusion from the 
Anzus treaty. A public opinion 


poll taken by the Defence 
Committee of Inquiry ap- 
pointed by the government has 
shown a majority against the 
breakdown that set New Zea- 
land adrift from the other two 
Anzus partners — the US and 
Australia. 

Asked to choose between 
no ship visits and ne Anzus or 


visits and Anzus, 52% chose | 


the latter as against 44% who 
supported the breakup in those 
circumstances. In the absence 
of having to make such a 
choice, however. 73% 
favoured the nuclear ban and 
71% membership cf Anzus. 
The poll also revealed 86% in 
favour of New Zealand actively 
promoting the anti-nuclear 
cause, with 67% saying this 
could be done most effectively 


| within the Western alliance. 


— Calin James 








Evergreen to go public 

by the end of 1987 
Evergreen Marine Corp. chair- 
man Hatsu Y. F. Chang told a 
shareholders’ meeting on 21 


August that the container line, | 


the largest in the world, would 
double its paid-in capital to 
NT$8 billion (US$216 million) 
by the middle of 1987 and that 
the company would then go 
public on the Taipei stockmar- 
ket by the end of the year. 
Chang said the capital increase 
would strengthen the. com- 
pany's financial structure and 


allow for the purchase of more 


ships. Evergreen, the biggest 
privately held company in 


| Taiwan, now has 47 vessels 


with a carrying capacity of 
about 92,000 teus (20-ft equi- 
valent units). — Carl Goldstein 


Hongkong exports surge, 
China trade falls 

A 14% surge in domestic ex- 
ports in the second quarter was 
the driving force in the Hong- 
kong economy, combining 


| with steady growth in domestic 


demand to push unemploy- 
ment down to 3% , according to 
the Hongkong Government's 
first-half statistics. During the 
first six months, total domestic 
exports grew 8% in real terms 
in response to the depreciated 
US dollar, to which the Hong- 
kong currency is pegged. But 
domestic exports and re-ex- 
ports to China fell sharply, due 
to Peking's tight import-con- 
trol policy, offsetting some of 
the gains made by Hongkong 
traders in other major markets. 

— Paul Handley 


China extends Macau 
gambling franchise 
Societade de Turismoe e Di- 
versoes de Macau (STDM), 
the private company which 
holds the Macau gambling 
monopoly franchise, is expect- 
ed to proceed with its plan to 
list on the Hongkong 
stockmarket, after news from 
Peking that China is willing to 
extend STDM's franchise for 
another 20 years — beyond the 


CORRECTIONS 


It was incorrectly stated in Ma- 
hathir triumphant [14 Aug.]. that 
the National Front, Malaysia's 
ruling coalition, had hired the 
Saatchi and Saatchi advertising 
agency for its election campaign. 








Singapore’s Keppel Corp. 
made a net loss of S$4.24 mil- 
lion (US$1.9 million), not a 
profit of S$4.24 million as 
stated in COMPANY RESULTS, 28 
Aug. 


present expiry date of 1992.) 
Preparations for the public sale 
of a 35%, stake in STDM have 
been undet way since January, 
but have suffered delays attri- 
buted by! brokers to the legal 
complications of clearing. the 
issue with the Portuguese Gov- 
ernment, which administers 
Macau;, the political hiatus 
caused by the appointment of a 
new governor to Macau this 
year, and the need to give in- | 
vestors some specific reassur- 
ance about the duration of 
STDM's franchise. 

| — Robert Cottrell 


Japanese to source 
rare metals from China 
Japanese plans to exploit: 
China's rare-metal resources in 
a scheme to double stockpiles 
of certain metals, now suppli 
by South Africa, call for geo 
gical surveys in Guangdong 
and Heilongjiang provinces 
next year, and financing proba- 
bly from Japan’s Overseas De- 
velopment Assistance funds, 
Broad agreement for the ex- 
traction of cobalt and other 
minerals in China was reached 
at the regular economic consul- 
tations between the Ministry of 
International Trade and Indus- 
try and China’s National Eco- 
nomic Commission held in 
Tokyo on 25-26 August. 

— Bruce Roscoe 


Bell Resources rumoured 
ready to sell BHP share 
Robert Holmes a Court’s move 
on the US steel and resources 
giant USX Corp. has fuelled 
speculation that his Bell Re- 
sources Co. might be about to 
sell its 28% interest in Aust-^ - 
lian resources company B: 
ken Hill Proprietary Co. 
Holmes a Court, Bell’s chair- 
man, said his company spent 
US$15 million for a small hold- 
ing in USX, formerly US Steel, 
and intends to acquire up to 
15% of the troubled US firm — 
a play that could cost more 
than US$750 million. 

Holmes à Court has yet to 
explain the move, but a Bell 
spokesman did say in a terse 
statement that the company 
made the investment in USX in 
the belief that the shares were 
undervalued. Bell is under no 
obligation to take its holding to 
15%, and notified US au- 
thorities of its intention in 
order to avoid the pitfalls 
which bedevilled Holmes à 
Court's attempts to increase his 
stake in US metals group 
Asarco in 1984. 

— Stephen Hutcheon 
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‘DIPLOMATIC GAMES | 
The Asian Games) in Seoul next 
bethe largest vet, 

| with all but six of the 36 eligible 
countries participating: Both India 
and Japan are sending delegations of 
: athletes and sports officials that 
Por well over 500:'More 

: ina’s Sd En is. 
Tuding 89 


: fects the fat that 
Peking w will host ithe ext games, but is 
‘also a dramatic step, for 




















forward in 
‘rapprochement: between China and ` 
‘South Korea which have no 

| diplomatic, relations. 








neutral in 






n's NOU ab te quiet Bou 

|; mlraq. Pakistani Finance Minister 

. Yasin Wat 00 negotiated ano 

-agreement in Teheran last week for 

; the sale of barges built at the Karachi | 
shipyard, which the Iraqis see asa — 

. violation of Islamabad’s neutrality. 
The barges could be put to military | 

-use by the Iranians in the marshes - 
along their southwestern border. The 

: Howeizah marshes, with 2 billion 
barrels of known oil reserves under 

: them, have seen some of the worst 
fighting in the six-year-old war since 
Iran's southern offensive of 1984. 


CAMBODIA INITIATIVE 


Byes 


Peer 





| | Rogachev is believed to have 


embarked on a diplomatic mission 
aimed at Cambodia. Shortly 


before he was named as the 


i 
d 
| 
| 
| 









new Soviet negotiator with : 
China, Rogachev travelled to 
Phnom Penh as well as the other 


| Indochinese capitals — Hanoi and 


ntiane, Asa result, whenhe — . 
neets his Chinese counterparts he | 


| will have a bulging brief on 
Cambodia, whose continued _ 
occupation by Vietnamese troops i is, 


one of three obstacles preventing — 
normalisation of Sino- Soviet 
relations. 


KEEPING GUARD 
Fears in Manila e 
| ofa potential . 





Corazon ^ o 
Aquino's mid- 


the US should be 
substantially 
reduced by her 
decision not to 
have military 


chief of staff Gen. Fidel Ramos. 


accompany her as originally 
planned. Further destabilising, 


moves by loyalists supporting 
deposed president Ferdinand 


Marcos ór by military officers critical 


of some of her policies are far less 
likely with Ramos personally on the | 


scene. 


pitt $n 
































. TRALIA 


-.anberra announced the expulsion. of 


: four South African diplomats as part of a 
| joint Commonwealth action. against apart- 
qu qo 22 T ux 





i CHINA 

— ' The Japanese daily Yomiuri Shimbun car- 
. rieda report of a border incident in July in 
which a Soviet border patrol killed one 
. Chinese soldier and wounded another in the 
" Xinjiang Autonomous Region (22 Aug. ). 


^. HONGKONG. 


Deposed Philippine president Ferdinand, 


Marcos used a trust fund naming two Hong- 
- kong charities as beneficiaries to accumu- 
late millions of dollars in a Hongkong bank, 
< according to documents served on Marcos by 
: the Aquino government, it was reported (22 
< Aug.). 


INDIA 

| Aveteran former cabinet minister accom- 
. panied by three body guards stormed the 
| telephone exchange in New Delhi brandish- 
`- ingia pistol demanding that his call be con- 
nected d ie ). 7 














ident of the Democratic Kampuchea 


coalition. Prince Norodom Sihanouk, held 


talks on the Cambodia conflict with Presi- 
dent Suharto and. Foreign Minister Mochtar 
Kusumaatmadja in Jakarta (20 Aug.). 


Philippine President Corazon Aquino ar- 
rived on an official visit, her first overseas 


trip since taking office (24 Aug.). 


JAPAN 

Thousands of leftwing extremists staged 
an anti-nuclear demonstration when the USS 
New Jersey arrived in Sasebo for a 10-day 
visit (24 Aug). | 


PAKISTAN 


Two supporters of Benazir Bhutto in 


“Sindh province doused themselves in petrol 


and set fire to themselves in protest against 
the detention of the opposition leader and 
thousands of her supporters, it was Epara 
(26 Aug.). 


PHILIPPINES 

The government is to grant autonomy. te. 
four Muslim-dominated provinces in Min- 
danao ina nae concession aimed at bring- | 


| Tarapur and commission 


: d however, because of its refusa. 
~ + sign the Nuclear Non- cress 
| Treaty. 


eo 





September trip to. - 
| 
| 


J.A. military. 





_ has quietly accepte 


Philippines an estima 
" Muslim Filipinos w 


SINGAPORE 
tenced Malaysian tycoon Tan 


$500,000 (US$232,558) (26 Aug.). 
SOUTH KOREA ui 


armed forces chiefs of staff to monit 
'government agencies, a government sp 
man said ae a id E 







































REACTORS REFUSE 


India has declined an offer f | 
Soviet Union to purchase 440-mW 
nuclear reactors using enriched 
uranium and light water. The ^ 
reactors would have relied on 
Soviet-supplied fuel and the Sov 
were insisting that the spent 
should be returned to then 
first nuclear plant, constr 














relies on US fuel. India ha: 
difficulty getting supplies, 





In a major policy sh 


of helping to resettle i : 


Malaysian state of Sa 
height of a southern Philippine 
Muslim revolt in the 1970s. Th 
decision is seen as reflecting a: 
| need to accommodate Sabah's 
Kadazan-dominated governil 
| Party Parti Bersatu Sabah, which is 
now within Malaysia's ruling 
| coalition. But any resettlement 
strongly advocated also by Almarin 
‘Tillah, Philippines’ new Muslim 
governor in the southernmost 
province of Tawi Tawi — will run into 
suspicion from both native Muslir 
in Sabah and from the Philippi 1e 


ing an end tothe TE 
south, it was announced (2 25 Au 


Philippine President Coraz 
rived on an official visit. The) 


two years in prison on a charge: 
criminal breach of trust and fine 


The ruling Democratic Justice I 
30unced a reshuffle of its top official 
Aug.). President Chun Doo Hwan repla 
10 cabinet officials (26 Aug.). | 


TAIWAN 

Chairman of the US Senate Foreign: 
tions Committee, Sen. Richard Lugar, 
rived on an official visit (27 Aug. ). 


THAILAND. 


Prime Minister Prem Tinsulanond. a 
pointed a committee including the: thr 
















































ed Nigel Holloway in Singapore 


"he Singapore Parliament introduced 
|... V and passed amendments to the Parlia- 
| b ment (Privileges, Immunities and Powers) 
P Act all within four days, giving it greater 
wers to punish MPs who are deemed 
- to have abused parliamentary privilege. 
| | The leader of the house, Foreign 
. Minister S. Dhanabalan, said the bill 
. was needed to ensure immediately that 
. parliamentary and committee proceed- 
b ngs maintained "principles of truth, 
d dignity and decorum." He said that the 
| cpm of privileges will be examin- 
g soon the allegations of executive in- 
terence i in the judiciary made by J. B. 
Jeyaretnam. one 
Mi s in the 79-m@mber house, and it 
. should not be allowed “to become a 
| forum for another debate, an opportu- 
_ nity for more smears or a platform for 
4 p 1onics." 
E first aim of the amendments, he 
aid, was to bring Singapore legislation 
| ou nto line with British practice by giving 
E rliament the power to imprison a 
| ember for the remainder of the cur- 
E rent session of parliament. The amend- 
p will also allow parliament to im- 
pose a fine of up to $S$50,000 
| (Ussos 000), if a member is found 


Freedoms and 
deterrence 


| Lee explains reason for new 
curbs on foreign press 


A ingapore Prime Minister Lee Kuan 
Yew tock the opportunity of a 
| meeting with local and Singaporean 
| oen on à visit to Brunei on21 Au- 

to discuss the motivation for his 
"vernment's new press law, under 
x: “which foreign publications can have 

sir circulations progressively cut if 
they are deemed to have “engaged” in 
| domestic politics. 
.. He compared the deterrent effect of 
. theenew powers to those his government 
has also taken to evict the families of 
bU people guilty of throwing so-called “kill- 
er litter" from government housing. 
| “It is what is appropriate that acts as 
.| a deterrent. It is like the Newspaper 
| Amendment Act," he said, according to 
i an unofficial transcript made available 
in Singapore. 
| — He said he was surprised that the 
1 d | Singapore 1 Law Society, which criticised 


[ 


ag "m: tas 
d e za ` 


only two opposition 





Parliament riche through new amendments. its ow " 


Power and privilege - 





Jeyaretnam: last redoubt. 


guilty of dishonourable conduct, abuse 
of privilege or contempt. Under the 
original 1952 Act, a wrongdoer could be 
susperded for the remainder of a ses- 
sion, reprimanded or fined up to 
S$1,000. The first two of these powers 
are retained under the new amendment. 
The second objective, uniquely Sin- 
gaporean, is to give parliament the right 
to resclve to remove an MP's protection 
from civil action for a specified period. 
This is regarded by the government as a 


the new act, was “so ignorant" as to 
have suggested that since the govern- 
ment already had the power tc ban 
newspepers, it did not need the power 
to restrict sales. 

“I suppose it’s fair to say that there 
were other motives, and at an ap- 
propriate time, I shall deal with that 
problem. But what we are saying is 
that when you ban, the newspapers 
have the satisfaction of knowing that 
‘Ah, I've hurt you, and therefore you 
can't stand my criticism and you have 
bannec me.’ 

"Whereas what we are doing now is 
to say, Ah, you've meddled in my inter- 
nal politics to increase your sales, to 
make money. I am not worried how crit- 
ical you are of me. But I will not allow 
you to make money, and I will restrict 
your sales — from say, the Far Eastern 
Economic Review, or whatever, from 
7,500, we reduce it in three months to 
4,500, then another three months to 
2,500, then another three months to 
1,500 — gradually, so that the process of 
dissemination will see that nobody is de- 
prived of his relevant photocopy. 

_ “Tve registered a very strong point. 
You can write what you will. You will 
make no money out of it, and we'll see 
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| heavier punishment than a reprimand, 


but lighter than a suspension, in keeping 
with the seriousness of the abuse. Dur- 
ing this time the member will be able to 
participate in al! parliamentary busi- 
ness. As in the old act, parliament can 
deal with cases óf contempt summarily, 
refer the matter to a select committee or 
take it to the attorney-general. But 
now, in addition, the speaker of the 
house or the chairman of any committee 
may deal with the matter in summary 
fashion, though parliament may later 
change or revoke the decision. 

In introducing the amendmen 
Dhanabalan said that parliament must 
not be allowed to degenerate into “a 
raucous, rowdy, disgraceful process.” 
He said that some countries have kept 
out TV cameras — Singapore’s parlia- 
ment is televised — because they do not 
want people to see how badly mannered 
their MPs are. “By all means take the 
government to task, scrutinise all its ac- 
tions. But don’t resort to defamatory 
statements which cannot be proved and 
which only undermine our institutions,” 
he said. 

Parliament had considered more in- 
stances of abuse of privilege in the past 


whether you are interested in upholding 
great freedoms, or whether you are in- 
terested in your advertising revenue, 
which is what these newspapers are cry- 
ing about. We will prove it. 

"Now, in the same way, you meet 
have a deterrent which matches the si 
ation. The fact that you can prosecute 
an offender for throwing litter and send 
him to jail for many years for man- 
slaughter doesn't mean he stops. But if 
he loses his flat and has to rent one, not 
only will he not do it, he will also make 
sure that no member of his family does it 

. Lee added. — Nigel Holloway 


> Philip Bowring writes from Hongkong: 
The commercial relationship between 
the REVIEW and Singapore has long 


. been a two-way affair. It is set to be- 


come even closer from October when 
the REVIEW is due to be printed in 


. Singapore by satellite facsimile trans- 


mission from Hongkong. 

As at May this year the REVIEW’s cir- 
culation in Singapore was 7,927 out of a 
global circulation of 64,138. Singapore 
is the REVIEW's third largest market and 
its share of total circulation has been 
steady at around 12.5% for the past sev- 
eral years. Subscriptions account for 








18 months, he maintained, than in the 
previous 20 years. Since Jeyaretnam 
had become an MP, he had tried to cast 
doubt on the integrity of the govern- 
ment, then the impartiality of the police 
and now the independence of the 
judges, Dhanabalan said. 


he bill is not retroactive, so it cannot 

apply to three cases before the privi- 
leges committee involving Jeyaretnam. 
The most important. of these concerns 
the MP's allegations that the govern- 
ment had interfered to secure the trans- 
fer of the previous senior district judge 
to the attorney-general’s chambers 
(REVIEW, 31 July and. 14 Aug.). In 
another, he refused to apologise after 
.saying a certain individual had been 
wrongfully detained when it was found 
he had not. In the third, Jeyaretnam 
failed to declare his.pecuniary interest 
in.a matter raised in parliament. But 
though the bill is not retroactive, any- 
‘bing said during the committee's inves- 

ration into these cases will come under 
uie new provisions. 

Responding to the introduction of 
the amendments, Jeyaretnam said the 
bill was not intended to maintain the 
dignity of the house but to silence criti- 
cism of the government. “Because one 
MP has tried to assert parliamentary 
power, parliament must be attacked," 
he said, arguing that the government 
was striking at the last redoubt of demo- 
cracy, by qualifying parliamentary 


privilege, which in his view was abso- 
lute. Jeyaretnam felt the issue was so 
serious that he offered to resign his seat 
and fight a by-election on the matter if 


about 80% of sales in Singapore. In re- 
venue terms, approximately 9% of the 
REVIEW’s advertising placements origi- 
nate from Singapore. 

Although at present the REVIEW is 
entirely printed in Hongkong, Singa- 

ire has for several years served as its 
p.imary distribution centre. Currently 
Changi International Distribution Ser- 
vices distributes approximately 30% of 
the REVIEW’s total weekly circulation. 
In addition, Singapore is the REVIEW's 
primary centre for handling and posting 
promotional material and is the location 
of the company's only advertising and 
circulation sales offices outside Hong- 
kong. 

As from October, it is intended that 
the REVIEW will be facsimile printed in 
Singapore by Times Printers, an ulti- 
mate subsidiary of Singapore Press 
Holdings. Singapore will then account 
for some 6095 of the REVIEW's total 
print run, servicing Southeast Asian, 
Australasian and European markets. 
At the same time, the percentage of 
distribution from Singapore will dou- 
ble. 

The REVIEW sees no connection be- 
tween its commercial arrangements and 
its editorial coverage. 
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Prime Minister Lee Kuan Yew would 
do the same in his constituency. In the 
absence of Lee, Dhanabalan rejected 
the challenge on his behalf. 

What emerged clearly from the ex- 
change was the differing view of demo- 
cracy on the part of the opposition MP 
and the government. Jeyaretnam re- 
gards parliamentary democracy. as 
synonymous with the British model. 
Dhanabalan rejected this in part, saying 
that “the aim is not to stifle democracy, 
but to enable it to work in our particular 
circumstances." 

The amendments redefine parlia- 
ments powers and privileges as 
synonymous with those of the British 
House of Commons on the day of Singa- 
pore's independence — 9 August 1965 
— and then take into account changes 
that have occurred to the city-state since 
then. He said parliament must conduct 
itself in the proper manner so that it will 
attract people of the right calibre and 
decorum. A backbencher from the rul- 
ing People’s Action Party, Ng Kah 
Ting, agreed that the amendments 
suited local needs. 

The other opposition MP, Chiam See 
Tong, speaking in support of Jeyaret- 
nam, implied that the Singapore system 
was unfair in the sense that it failed to 
secure the rights of the minority — in 
this case two MPs out of 79. He argued 
that the house, thus dominated by the 
governing party, would be prosecutor 
and judge as to what constituted abuse 
of privilege, with no appeal. As if to 
demonstrate what the opposition is up 
against, the bill passed its three readings 
in less than six hours on 25 August. D 








Lee: profit motive. 











MALAYSIA 


What is fit 
to print? 


Mahathir attacks foreign press 
which he says is against him 


By Suhaini Aznam in Kuala Lumpur 


rime Minister Datuk Seri Mahathir 

Mohamad’s criticisms of the foreign 
press grew more frequent in the weeks 
just before and after Malaysia’s general 
election on 2-3 August in which his rul- 
ing National Front won 148 of the coun- 
try’s 177 parliamentary seats. 

On several occasions he criticised 
foreign publications, especially those he 
said were under the control of Zionists 
who were trying to destabilise Malaysia. 

At a local press awards night on 20 
August, Mahathir again brought up the 
subject of press controls and his regret 
over the attitude o®some that “news- 
papers were not newspapers if they al- 
ways supported the government.” Ma- 
laysian journalists who wanted to look 
good before these outsiders joined in 
the attack against their own govern- 
ment, he added. “Many famous, inter- 
national publications are controlled by 
Jews who are now citizens of many West- 
ern countries," Mahathir declared. 

“Clearly these foreign papers are 
more controlled by Zionist forces than 
are Malaysian papers controlled by the 
[Malaysian] government,” he said. 

Citing The New York Times as an 
example, Mahathir questioned the 
editorial objectivity involved in choos- 
ing “all the news that’s fit to print” as 
advertised in the newspaper’s slogan. 
"Does it mean that items that are not 
printed are not fit to print?" he asked. 
*What right do these people have to 
talk about media control by other 
groups...? 

“My point is that no newspaper is 
free, not even in the US where many of 
the journalists who criticise the Malay- 
sian Government's alleged press con- 
trols come from," he said. The impor- 
tant thing is not whether or not a news- 
paper is free but whether such an in- 
fluential tool is used for purposes of 
good, he argued. 

“If good isto be achieved by toppling 
a government, then newspapers should 
contribute to this end," he said. “But 
before participating in efforts to bring 
down existing governments, the impor- 
tant question to answer is whether the 
government that will replace it will be 
better." 

The social awareness group Aliran 
has reacted by asking Mahathir to name 
the specific publications which were 
working for Zionist interests, with proof 
of their misdeeds, or else “stop making 
wild allegations.” Lu 
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By Suhaini Aznam in Kota Kinabalu 


31 estate relations are being test- 
3 ed again in Sabah over Labuan is- 
| land, which was turned into a federal 
| territory in 1984 under the former 
| state government of Datuk Harris 
| Salleh. 
| - Delegates to the first party congress 
| of the new ruling Parti Bersatu Sabah 
i a (PBS) on 22-23 August called for a ref- 
—] erendum seeking the return of Labuan 
| — despite warnings from Kuala Lum- 
— | pur that such demands could only strain 
| newly forged relations with the Sabah 

. party which is a member of the National 
| Front coalition. 
| But some delegates were adamant. 
| Rapt attention was paid to one from 
_ | Sook who proposed the resolution and 
= | an emotional debate ensued. When 
. | another delegate, representing what 
= | was apparently vayy much a minority 
| view, tried to suggest that bygones re- 
| main bygones and that they merely 
| seek compensation, he was booed 
| When he refused to sit, someone 
| switched off the electricity, silencing his 
| microphone so he could not continue to 
| be heard. 

— Ever since Labuan, a 233 km? island 
| off the Sabah coast, was offered to 
. | Kuala Lumpur by Harris jin 1983, when 
= | his Berjaya party ruled the state, the 
| issue has been controversial, 
| The PBS leaders themselves, how- 
- | ever, are apparently less eager to press 

| the issue, recognising the sensitivities of 
_ | state-federal relations just three months 
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S By David Bonavia 
_ Just when it seemed possible that the 


XJ 17-year border dispute between 
China and the Soviet Union might show 
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| sector of the Sino-Indian frontier. And 
_| China and the Soviet Union both seem 
: | anxious to play down the significance of 
.| aborder incident on the Ussuri River in 
| the Far East, in which a member of a 
_| Chinese border patrol was shot dead. 

1 1 Shortly before a story on the Sino- 
| Soviet border incident appeared in 
| Tokyo’s Yomiuri Shimbun, Soviet 
| leader Mikhail Gorbachov had offered 
.| to negotiate on the basis of the Chinese 
| claim that the border runs along the 





| some prospects of a settlement, con- - 


| [ned flared up between Peking and | 
.| New Delhi over the disputed eastern - 


after the PBS was finally admitted into 
the National Front. In the year before 
its admission, the PBS government had 
faced a series of reminders that while it 
may lave won the 1985 state election 
and therefore the right to rule the state, 
it could not administer Sabah peacefully 
or properly without federal funding for 
development projects. Significantly, 
Chief Minister Datuk Joseph Pairin 
Kitingan made no reference whatsoever 
to Labuan in his opening address to the 
congress and accorded it only passing 
mention in his closing speech. 

“We are in no position to make de- 
mands now,” he explained. Since the 
National Front had won handsomely in 
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Pairin; Harris: embarrassing legacy. 





ver means that Kuala Lumpur need 
not accommodate, Sabah and Sarawak 
to the same extent that it would have, 
had the coalition, performed poorly on 
the peninsula, he said. Between the 
lines lay the tacit, admission that had 
the party congress been held before 
the election, the PBS would have had 
a far better ichance of recovering 
Labuan. Sce? 

But to rank-and-file party members, 
the return of Labuan has become a mat- 
ter of pride. The PBS had used it as an 
issue in toppling Berjaya in 1985 and to 
some extent has now at least to attempt 
to fulfil its electoral promise. Tlie pres- 
sure was particularly strong on Pairin. 
Although his. popularity seems un- 
shaken, this was his first congress as party 
president. Failure to meet delegates’ 
demands could: put him in a tight spot 
next year. 

Nor were delegates appeased by the 





Troubled frontiers 


Clashes are reported on China's Soviet and Indian borders 


main channel of the Ussuri, not along 
the Chinese bank as the Soviets previ- 
ously insisted, which led to border fight- 
ing in 1969. 

Mikhail Kapitsa, Moscow's top 
China expert, said in early August that 
Gorbachov's 28 July speech in Vla- 
divostck meant that *a number of is- 
lands, which under the treaties signed 


between China and Tsarist Russia were | 


considered Russian territory, would be 
beyond the main channel and part of 
China.” 

This could mark substantial progress 
towards better Sino-Soviet relations. 
However, China still sees the Soviet mili- 
tary occupation of Afghanistan, the pre- 
sence af Soviet troops in Mongolia and 
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Moscow's continuing support for the 
Vietnamese occupation of Cambodia as 
major impediments in bilateral ties. 
Soviet Vice-Premier Ivan Arkhipc . , 
who has long experience in Chinese af- 
fairs, visited Peking in mid- August and 
it is speculated that he discussed the 
border issue, among other problems, in 
his talks with vice-premiers Yao Yilin, 
Wan Li, Li Peng and Qiao Shi. China 
has dismissed the Soviet overtures as 
"inadequate," but doubtless Gor- 
bachov and other leaders are waiting for 
some subtle hint of Chinese approval. 


M eanwhile, tempers flared in Peking 
and New Delhi as Indian news- 
papers reported that Chinese border 
patrols had intruded into Indian terri- 
tory beyond the line of actual control re- 
sulting from the 1962 war. 

The reports preceded the holding of 
the seventh round of Sino-Indian bor- 
der talks in Peking in July. Foreign 
Minister Wu Xueqian told the Indian 
delegates to the three-day talks: “You 
have made some public statements, 
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ond limb of the two-part Labuan resolu- 
tion. That second proposal was sub- 
sequently dropped in the face of del- 
egate pressure and in the interests of 
crystallising their demands. 


hether a referendum, if called, 

would involve only Labuan resi- 
dents or the entire Sabah populace, re- 
mains unclear. Even if a referendum 
were held, however, a return of Labuan 
would require the consent of two-thirds 
of the federal parliament, heavily domi- 
nated by peninsula MPs. 

But the PBS rank and file want to 
show the federal government that it can- 
not ride roughshod over Sabahans. 
While advocates of caution warned 
against rekindling federal-state ten- 
sions, others demanded that Kuala 
Lumpur “take us seriously.” If the La- 
buan issue were not resolved now, it 

-ould continue to rankle and sour rela- 
yns, they argued. 

Their arguments for a return ol 
Labuan are that Harris had acted 
arbitrarily in giving Labuan away, and 
Dharson Singh, one of the more open 
opponents to the move, had been de- 
tained under the Internal Security 
Act for a few months. Harris had 
not sought a referendum then, other- 
wise the people of Labuan would cer- 


tainly have made their views known, 


said delegates. 

Thus the calls for the return of La- 
buan are also a continued denunciation 
of Harris and his reputedly “autocratic” 
style. Stung, Harris has now promised 
to come out with a booklet rebutting the 
PBS allegations. Ironically, he points 
out, several of today's PBS leaders, in- 
cluding Pairin himself, were members 


some Indian newspapers 
have run some articles and 

ir mass media have had 
«v respond. All this is not 
conducive to successful 
talks. Border issues were 
left to us by history." 

On 22 August China 
published its reply to In- 
dian allegations of 
Chinese incursions. It 
said: “Indian leaders have 
again repeatedly accused 
Chinese personnel of hav- 
ing crossed the so-called 
‘legitimate’ boundary, the 
‘McMahon line’ on the 
eastern sector of the Sino- 
Indian border and ‘in- 
truded into Indian territory’ in the Sum- 
dorong Chu Valley Area.” 

China does not accept the McMahon 
line, drawn up by the British in 1914, as 
the true frontier between India and 
Chinese-claimed Tibet. It is, in the 
Chinese view, “illegal, null and void.” 

The statement published by the 
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of the Bei 
had approved the move. Berjaya's new 
president, Datuk Mohamad Noor Man- 
soor, who replaced Harris, denied 
charges that Harris had presented the 
Labuan transfer as a fait accompli to his 
cabinet, while the state assembly secret- 
ary issued a clarification that Pairin had 
left the cabinet by then. 

Underlying the Labuan demands is 
an attempt to return to the original spirit 
of the Malaysia Agreement — in which 
both Sabah and neighbouring Sarawak 
were not regarded in the same manner 
as one of the 11 peninsula states but as an 
equal partner to the peninsula, the three 
components of a union rather than a 
federation. That aspect of the relation- 
ship has been eroded and forgotten, 
said the PBS delegates. 

Strategically located, Labuan is also 
important as a defence base to protect 
Malaysia's sea lanes between the penin- 
sula and Sabah and Sarawak, and this is 
one basic argument for keeping it under 
federal control, admitted a PBS insider. 
Newly appointed Federal Territory 
Minister Datuk Abu Hassan Omar will 
visit the island on 7 September to gauge 
the situation for himself. 

Meanwhile, 19 United Sabah Na- 
tional Organisation leaders were 
charged in the Kota Kinabalu High 
Court on 23 August for illegal dem- 
onstrations at the height of the bomb- 
ing outbreak in March. Another, 
former deputy minister of national and 
rural development, Datuk Yahya Lam- 
pong, had fled abroad several weeks 
ago and has not been traced. Each was 
fined M$150 (US$57) or three weeks' 
jail — way below the M$2,000 and one 
year limit over which a person is dis- 
qualified from holding or standing for 


public office. Oo 


domestic China News- 
agency continued: “How 
can one imagine that the 
government of new China 
today will agree to accept 
such an illegal boundary 
line which seriously im- 
pairs China’s sovereign- 
ty and affects such 
large tracts of its terri- 
tory?” 

China claims sover- 
eignty over some 90,000 
km? of the Indian state 
of Arunachal Pradesh, but 
is not occupying it. In 
the western sector of the 
border it seized 36,000 
km? of Indian-claimed 
territory in the 1962 war. 

Wu told the Indian negotiators: 
“Over the last two years, relations be- 
tween our two countries have been de- 
veloping somewhat. We have worked 
on these issues in a spirit of trying to 
solve the problems and arrive at mutual 
understanding." o 
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Aquino and Suharto agree 
to lower tariff barriers 


























































By Shim Jae Hoon in Jakarta 


D uring Philippine President Corded | 
Aquino's three-day visit to In- |. 
donesia from 24 August — her first |. 
overseas trip since coming to power in - 
February — the two sides agreed to im- 
plement intermediate steps towards es- | 
tablishing an Asean economic commu- - 
nity by the year 2000 through a gradual - if 
reduction of tariffs. i 
A meeting of Asean economic minis- | 
ters at the end of August in Manila re: | 
viewed details relating to harmonising a | 
host of conflicting policies of member | 
countries on trade eue investment, fi- | | 
nance and currency 9 
Under a memorandum of under- | 
standing signed on 26 August, the two | 
countries agreed to revive bilaterz 
trade that has sagged by 46% over the > | 
past five years. 
As items covered were mostly ex- 
pressions of principle or statement oru 
tent rather m 


sions of future closer association rath 
than tangible results. 

uhi ein Deputy Foreign Mini 
Leticia Shahani announced the eyes: 
government was ready to a ps au- 
tonomy for some parts of the Muslim 5 
southern Philippines, excluding foreign | 
policy and taxation which would remain 
in Manila’s hands. Autonomy will be in- 
cluded in provisions of a draft consti 
tion now being readied for referendum | | 
by an Aquino-appointed constitutional - | 
commission in Manila. 

Shahani said that after four days ora 
talking in the Middle East with the pres- | | 
ident's brother-in-law, Agipito ‘Butz’ | 
Aquino, exiled Moro National Libera- 
tion Front leader Nur Misuari had indi- - | 
cated he was willing to test the new gov- | 
ernment's commitment to devolve | 
genuine autonomy to the Muslim areas. - 
(During her later visit to Singapore, i 
Aquino made it clear the form of au- | 
tonomy would be decided by the yet-to- |. 
be-elected Philippine legislature.) d. 

At their summit meeting, "in a 
friendly and frank atmosphere,” Presi- : 
dent Suharto “explained to Mrs Aquino 4 
how Indonesia handled the communist. | 

1 


problem [in 1965]," a spokesman said. | 
munists, if you give them any opportu- | 
A 


n à 


"We told [her] that with the com- 

nity to consolidate, to form forces, they . 
will use it," the spokesman added in | 
what was taken to be a reference to In- as 
donesian unease with Aquino’s “recon- 
ciliation” policy. 
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HONGKONG 


Daya Bay on the way 


Peking is adamant on nuclear plant despite Hongkong protests 


By Emily Lau in Xiamen 


A fter months of speculation in Hong- 
kong that Chinese leaders in Pe- 
king were divided over whether to build 
a nuclear power plant in Shenzhen, lo- 
cated on China's border with Hong- 
kong, it now appears certain the con- 
troversial HK$27 billion (US$3.46 bil- 
lion) Daya Bay plant project will go 
ahead. The speculation grew mainly out 
of confusing signals from Peking's rep- 
resentatives in Hongkong. 

Peking's decision to press ahead with 
the nuclear facility, to be located 50 km 
from Hongkong's most densely popu- 
lated areas, flew in the face of vocifer- 
ous grassroots opposition to the project 
in the British-administered territory. 
The anti-Daya By effort culminated 
with the 20 Augus8 presentation to the 
government in Peking of a petition 
signed by more than | million Hong- 
kong residents urging China to shelve 
the plant. 

The anti-Daya Bay movement 
picked up momentum immediately 
after the Soviet Union’s Chernobyl nu- 
clear power station accident in April. 
Before that, during the years of feasibil- 
ity studies and site preparation, opposi- 
tion to the project was muted. Project 
opponents fear that a nuclear accident 
at Daya Bay could result in life- 
threatening radioactive contamination 
in Hongkong. 

Daya Bay is a joint venture 75% 
owned by Guangdong Nuclear Power 
Joint Venture Co. and 25?5 by Hong- 
kong's China Light and Power Co. 
Framatone of France will supply nu- 
clear parts and General Electric Co. of 
Britain will supply turbines. 

Besides being viewed as a test of Pe- 
king's regard for public opinion in 
Hongkong, the Daya Bay issue was 
taken up by outspoken Hongkong 
Legislative Council (Legco) member 
Martin Lee to challenge the accounta- 
bility of the territory's government and 
the constitut:onal relationship between 
Legco and the Executive Council 
(Exco), Hongkong's highest policymak- 
ing body. Legco is the territory's law- 
making body, which also advises the 
government on important issues. 

The Daya Bay controversy has over- 
shadowed meetings of four Basic Law 
Drafting Committee (BLDC) sub- 
groups held in Xiamen to discuss a mini- 
constitution for the proposed Hong- 
kong Special Administrative Region 
to be set up when the territory reverts to 
Chinese sovereignty in 1997. The BLDC 
was appointed by Peking to draft the 
Basic Law. 

Several BLDC members represent- 


16 


ing Hongkong are staunch opponents of 
the Daya Bay project. They include Lee 
and his Legco colleague, Szeto Wah, 
and Louis Cha, publisher of the influen- 
tial Chinese-language daily Ming Pao. 
Cha said his impression was that the 
Chinese leadership only made up its 
mind on Daya Bay in the past few weeks. 
He said he was certain that before then, 
plans for the project could have been 
changed. However, he now believes the 
plant will almost certainly be buit. 
BLDC sources said some opponents 
of the project may have been misled by 
Xu Jiatun, director of the Hongkong 
branch of China's official Xinhua news- 
agency and considered to be Pcking's 
representative in the territory. Xu, they 
said, rot only encouraged them to voice 


taunch opposition. 





their concerns, but gave the impression 
that plans for the project could be 
changed. This, the sources said, ex- 
plains why pro-communist publications 
in Honzkong took a wait-and-see posi- 
tion on the Daya Bay issue unti late 
July, when Peking announced its mten- 
tion to go ahead with Daya Bay. 

One BLDC source said Xu may have 
over-estimated the clout some influen- 
tial Hongkong people opposed to the 
plant may have had in Peking. The 
source said Xu also might have theught 
that if he could persuade Pekirg to 
abandon the project, it would 
strengthen his position in Hongkong. 

Official Chinese sources in Hong- 
kong denied that Xu gave anyone the 
impression that Peking’s plans for Daya 
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Bay could be changed. They said the de- 


cision to build the plant was made long 
ago. 

Several Hongkong BLDC members 
expressed concern over what they see as 
Peking's refusal to heed the fears of 
Hongkong people regarding Daya Bay. 
Apart from the 1 million residents who 
signed the petition opposing the facility, 
three independent surveys conducted 
by various groups in Hongkong claimed 
that about 7096 of the respondents were 
opposed to Daya Bay. The BLDC 
members warned of serious conse- 
quences for any government that failed 
to respect the wishes of such an appa- 
rently large section of the community. 
They said the episode has cast a long 
shadow over the drafting of the Basic 
Law and had once again brought into 
question Peking's pledge to listen to 
Hongkong public opinion. 

One theory has it that China's deci- 
sion to go ahead with the Daya Bay pro- 
ject is based mainly on the premise th. 
if Peking gives in this time, it may t 
headed down a slippery slope. The 
phrase “habitual miscarriage” has been 
used by proponents of 
this view to describe a 
scenario, dreaded in Pe- 
king, of Hongkong peo- 
ple presenting an ever- 
increasing list of de- 
mands to the Chinese 
Government. Some 
pro-communists in 
Hongkong said Pe- 
king must put its foot 
down to show who is 


boss. 
A Hongkong Govern- 
ment source pre- 
dicted that the furore 
over the Daya Bay plant 
will subside once con- 
tracts for the project are 
signed. One observe 
said that unless the pre 
jects opponents are 
prepared to  jeopar- 
dise the  territory's 
prosperity and stabi- 
lity by intensifying 
their protests, they will not be able 
to make further headway in their ef- 
forts to dissuade Peking. The most pro- 
vocative action so far has been the or- 
derly anti-Daya Bay signature cam- 
paign. 

The British and Hongkong govern- 
ments are fully committed to Daya Bay. 
A senior Hongkong Government offi- 
cial said he was convinced Daya Bay 
was a good deal for Hongkong, which 
will use a portion of the power plant's 
output via China Light and Power, but 
reaffirmed that none of the financial 
studies done on the project would be re- 
leased to the public. The official as- 
serted that the plant's distance from 
Hongkong's populated areas would be 
sufficient to ensure safetv in the event of 
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Government has, successfully used its 
répackaged Legco, “which now consists 
of indirectly elected,as well as appointed 
members, to mollify, public opinion and 
to bear the brunt most public criti- 
cism. To allay publi ic anxiety and to 
show that Legco is discharging its public 
responsibility, two. small Legco delega- 
tions went on nuclear-energy fact-find- 
ing tours of Europe, the US and Japan 
in August. The groups were led by two 
Exco members who also serve on 
Legco, Maria Tam - c also a BLDC 
member — and Allen Lee, a former ally 
of Martin Lee. Szeto Wah and Martin 
Lee refused to take part in the Exco-led 
delegation and have conducted their 
own fact-finding mission. 

Before coming to Xiamen to attenda 
BLDC meeting here, Martin Lee 
brought matters to a head by pushing 
the Legco delegations to complete their 

orts as soon as possible in view of 

..àt Lee said was the imminent signing 
of the Daya Bay contracts in mid-Sep- 
tember, after which they would be 
ratified by the Chinese Government in 
early October. 

In an attempt to force Legco mem- 


bers to take a public stand on the issue, 


Lee called on the acting governor, Sir 
David Akers-Jones, to convene an 


emergency Legco session to debate the. 


issue. Legco is in summer recess and will 
not resume until 8 October. Lee's re- 
quest was supported by a number of 
Legco members but was rejected by 
Akers-Jones, who said Legco members 

. and the public should be given time to 
study the delegations' reports and make 
their views known. 

Lee said he wanted Legco members 
to reveal their positions on Daya Bay in 
public because he was afraid the delega- 
tions’ reports would simply follow the 
Exco line, which supports the Daya Bay 

ject. He was also concerned that the 

„Orts might be one-sided since the de- 
legations had met mostly with pro-nu- 
clear and other establishment groups. 

On the delegations’ return from the 
US, Allen Lee said China was going 
ahead with the project and he did not in- 
tend to rush his report to make it avail- 
able before the signing. He said it was 
not his job to persuade China not to 
build Daya Bay and his delegation's job 
was just to collect information. 

On 23 August, Tam issued a scathing 
attack on Martin Lee. She said Lee's im- 
plicit accusation that the delegations 
were using delaying tactics so as not to 
finish their reports before the signing of 
the contracts was “groundless and mis- 
leading." She said Lee's mistrust of his 
Legco colleagues was harmful to Hong- 
kong. Tam said that the contracts would 
not be signed in mid-September and 
that there would be time for Legco 
members to discuss the issue after re- 
ceiving the reports on 3 September. D 
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By Colin James in Wellington 


sians will find it easier to migrate to 

New Zealand beginning next year, 
but they will still not find an open door. 
That is the message from a government 
white paper on immigration and a fol- 
low-up legislation introduced in parlia- 
ment on 14 August. 

The new bill sets out a legislative 
framework within which the govern- 
ment has wide discrimination to choose 
immigrants from different countries and 
to place more emphasis on the merits of 
individual cases. 

The white paper stated that "long- 
standing bilateral preferential arrange- 
ments with Australia, the Netherlands 
and certain South Pacific countries will 
be maintained, but outside those agree- 
ments the selection of new immigrants 
will be based on criteria | 
of personal merit with- 
out discrimination on 
grounds of race, national 
or ethnic origin, colour, 
sex or marital status, reli- 
gion or ethical belief." 
Hitherto there has been 
a bias towards immi- 
grants from so-called 
traditional-source coun- 
tries of Northern and 
Western Europe and. 
North America. How- 
ever, the white paper 
notes that immigrants 
from China, Hongkong, 
Greece, India and 
Yugoslavia “have estab- 
lished communities in. 


New Zealand.” 
The white paper 
adds: “More generally, 





the X traditional-source 
approach has restrict- 
ed -entry to New Zea- 
land of people from 
countries and regions of present and fu- 
ture economic and political importance 
to New Zealand. If non-traditional mar- 
kets for New Zealand exports are to 
be developed and expanded it is impor- 
tant to build up personal as well as 
commercial relationships and the inflow 
of capital is more likely to proceed 
in an environment which welcomes 
human as well as financial invest- 
ment.” 

An important focus for those new 
markets is East Asia, already a big ex- 
port destination and a growing source of 
investment capital. Immigration Minis- 
ter Kerry Burke told the REVIEW that 
the new policy would likely result in 
more Asians being selected as immi- 
grants, “particularly for people from 
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A new policy to seek immigrant skills and funds 





Burke: quotas remain. 
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Southeast Asia who have a range of | 
skills in demand in New Zealand and | 4 
who could not come before." | 
Burke singled out two groups who. [3 
would especially benefit from the new 12 
policy. Asian students, who made up | - 

49% of the 3,150 private overseas su. | 
dents and 36% of the 754 students | 
studying under aid schemes in 1985, will |. A 
be able to apply for permanent Tesi- E 
dence after graduating, provided they | 
have the skills New Zealand needs. The | 
other privileged group is business | 
migrants — people with at least | 
NZ$150,000 (US$73,530) to invest. This. | 
should make it easier for entrepreneurs | ah 
from Asia to obtain residence in New, A 
Zealand. VR 
# 
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The criteria for lection of entre- d 
preneurs will shift from a a 
narrow range of specific Af: 
proposals to the proven | | 
business skill of the indi- - | 
vidual. A big influx: of | 
such people is not. e "s 
pected, but Burke | | 
keen to raise their nu 
bers from the paltry 25 | 

. who brought with them 
NZ$107 million in oe 
eight years since 1978, | 

when the scheme was. 
started. di | 

Although discrimina- - [3 
tion against Asian coun- - * 
tries will end, overall | | 
quotas will not. The total | 
immigration flow will be - k 
determined by labour- | 
market needs — the cur- | 

rent unemployment rate E: 

of 7% is considered high | 

in New Zealand. Andin- | 
dividual immigrants will | _ 
have to show they have d ; 

skills which are in shori i 

supply. Exceptions are relatives of peo- - 

ple already in New Zealand, for whom — 
the entry rules will be administered | 

more flexibly. 3 

So there will be no flood of Asian im- - A 
migrants under the new policy. And | 
close attention will be paid to their abi- - | 

lity to integrate with a pluralistic, multi- x 

racial society. Of the 464,253 people | b 

(15% of the population) who according — | 

to the 1981 census were born outside - 

New Zealand, Asia accounted for 

5.4%, the Pacific Islands 12.4%, Britain - 3 

54%, the rest of Europe 10.8% and E 

Australia 9.4%. But the pattern has | — 

been changing. Asia supplied 10.676 aot. ps 

permanent migrants in 1985, the Pacific. | 

Islands 15.8%, Britain 20%, the rest of | 

Europe 6.9% and Australia 16.495. Di 
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| The cost of violence 


3 Junejo and Bhutto count their post-confrontation losses 


2 


Ns 


By Husain Haqqani in Islamabad 
"A er a week of anti-government vio- 


lence, mainly in Sindh, Pakistan's 


- | Opposition parties appear incapable of 
| Sustaining their campaign to force new 

l*. EN - 
- | elections at present. The government of 


Uu 
v 


| = Prime 
A n 


Minister Mohammad Khan 
Junejo and opposition leader Benazir 


Bhutto have both lost face as a result of 


the recent political confrontation which 


| left at least 28 people dead and almost 


2,000 in pr:son. 
Although the violence in Sindh has 


iF subsided and the government has 


Started releasing arrested opposition ac- 


tivists, especially in Punjab, Junejo’s 
reputation as a moderate suffered a set- 
back from the clampdown on the oppo- 
sition. Bhutto, on the other hand, failed 


— | to demonstrate tH® depth of nationwide 


ror she claimed, weakening her po- 
sition as the only credible challenge to 
Junejo and President Zia-ul Hag. 

.. Most observers agree that the gov- 


| ernment has scored a tactical advan- 
| tage over the opposition for the moment 
.| but the need to employ force for this 

. purpose might have damaged its politi- 
— cal base permanently. 


Internal divisions and lack of organi- 
sation are the opposition's main weak- 


| nesses and both were exposed during 


the recent agitation. Although Junejo's 


| decision to ban political rallies on Inde- 
I pendence Day. which precipitated the 





whole crisis, was probably made in 
haste, it had the advantage of provoking 
the opposition into confrontation with- 
out adequate preparation. 

After iritially appearing weak and 
indecisive over the question of permit- 
ting partisan political meetings on 14 
August, the prime minister accepted the 
advice of some of his ministers who con- 
sidered the one-day ban a no-loss pro- 
position. “If the opposition had kept 
calm and accepted the ban, they would 


. have acknowledged our authority and 


that would have been a political vic- 
tory," explained a cabinet minister, 


. | adding, “defiance provided us with a 


justification to use force and suppress 
the opposition." 

It is obvious now that the opposition 
and particularly Bhutto overestimated 


E . their mass appeal and timed their anti- 


overnment campaign wrongly. 
Bhutto’s calculations were based on the 
success of the rallies and processions on 


.| her return from exile but she did not 
| realise the gravity of her party's internal 


A 


- 


weakness. 

According to the opposition, 1,400 
activists were detained by the govern- 
ment in its pre-Independence Day 
swoop in Punjab and Sindh which had a 


Zr i 4 
Ew 


kà « 
sila = $ 
IE > p C. 
S H AN 


~ UT 





crippling effect on the PPP's ability to 
mobilise its supporters. After the initial 
clashes in Lahore, the Punjab branch of 
the party failed to organise large dem- 
onstrations while the violence :n Sindh 
was more the result of the mobilisation 
of militant Sindhi nationalism than the 
PPP's efforts. 

Leaders of the ruling Pakistan Mus- 
lim League (PML) point out that in 
1977, during the agitation that brought 
down the government of Bhutto’s 
father, the then opposition Pakistan Na- 
tional Alliance had sustained its agita- 
tional campaign for several months de- 
spite the arrest of 18,900 activists. 

Several leaders of the Movement for 
Restoration of Democracy (MRD) 





PPP protesters. first round lost. 


have accused Bhutto of failing to carry 
the alliance with her. Most MRD par- 
ties did not join the recent violent cam- 
paign and some opposition leaders were 
clearly pleased with its failure as in the 
words of one MRD leader, *Bhutto has 
been cut down to size." 


A least one MRD component, 
Asghar Khan's Tehrik-i-Istiqial, has 
given notice to the alliance's leadership 
of its intention to leave the alliance if the 
PPP coes not end its policy of trying to 
dominate the opposition. The PPP also 
suffered from the defection of former 
Sindh chief minister Ghulam Mustafa 
Jatoi, who had been a major figure in 
the 1983 civil disobedience. 

The campaign has, however, kad the 
effect of increasing the isolation and 


ment was generally 
jab than in Sindh'pro»ably due to the in- 


-r 


tensity of opposition sentiment in parts 
of the southerr province. 

More militant Sindhi rationalists are 
now likely to join the radical Sindhi 
Baluch Pushtoon;Front led by Mumtaz 
Bhutto, cousin? of Benazir’s father, 
which advocates a confederal system for 
the country, and the extremist, Jiey 
Sindh (Long Live Sindh) movement of 
G. M. Syed. But radical nationalists 
who actively supported the MRD three 
years ago remained aloof from its cam- 
paign this time. According to Hameeda 
Khuhro, a Sindhi nationalist academic: 
“It was too soon to launch another civil 
disobedience movement when the 
wounds of 1983 have not yet healed.” In 
Punjab, people were uninterested in 
fighting for new elections so soon after 
non-party polls last year. . 

The government has not said whe 
intends to release Bhutto and other uc- 
tained opposition leaders. In an at- 
tempt to appear conciliatory, Junejo 
invited members of the parliamentary 
opposition led by Fakhar Imam for 
talks with the government, but the 
MPs declined individual negotiations 
and insisted on the release of political 
prisoners as a precondition for talks. 

As the parliamentary opposition 
has no formal ties with the MRD, 
Junejo’s move was dismissed as an 
“empty gesture” by the confron- 
tationist opposition. Junejo rejected 
Jatoi’s call for setting up a national 
government and reiterated his stand 
that a general election would not be 
held before 1990. “The government is 
willing to hold talks with the opposi- 
tion on all issues except the question 
of early elections,” said Justice Minis- 
ter Iqbal Ahmed Khan, who is also 
the PML’s secretary-general. 

But government leaders conce 
privately that their options werc n- 
mited and if the semblance of democ- 
racy was to be maintained, oppo- 
sition leaders would have to be 
released soon, possibly in return for 
a renunciation of violence. Although 
the opposition appears to have lost 
the first round of confrontation with 
the government, its fortunes could 
change. 

For the moment people seem to 
make a distinction between Junejo's 
government anc Zia's martial law rule, 
and it is too early for the masses to start 
resenting the prime minister enough to 
want to throw him out through large- 
scale agitation. Apart from the opposi- 
tion's disarray, the government has also 
benefited from the goodwill generated 
by political freedom allowed in the im- 
mediate post-martial law period. This 
goodwill has started withering and 
could disappear completely if normal 
political activitv is not restored. 
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Cover For 
Top People 


100,000 
ours Free... 


'^» Protection For Business Travellers 

\ requent traveller, you are no doubt concerned about the 
uatity of your travel accident insurance which must give you 
iaximum protection not only in value, but also in scope. 

t the International Airline Passengers Association, we understand 
1e needs of frequent travellers, and have custom- designed 

rough the world-famous Lioyd’s of London a competitive and 
igh-value travel accident insurance for our over 100,000 elite 
embers in 170 countries, Because of our large-volume buying 
ower, IAPA/Lioyd's rates are also the lowest available anywhere, 


1$$100,000 Cover... Yours Free! 

‘our [APA membership immediately entities you to USS100,000 
tavel Accident (common carrier) Insurance at no extra cost. 

wid you have the option to increase this cover to up to 
1$$1,500,G00 (see chart below), 


n comprehensive cover protects you 24 hours a day, 

s à ticketed and/or r fare-pa ‘paying passenger by air air, land, or sea on 
ny officially licensed common carrier: planes, ships, ferries, 
axis, helicopters, hovercraft, commuter trains, buses... 

“our IAPA/Lioyd’s cover pays out in addition to any other 
|surance you may have, including these additional benefits: 

i talization pays up to 30 days for covered accidents; 

i. ity benefits start on the 13th month for a maximum 

f 60 months; plus dismemberment benefits. 


restige e Savings e Comfort e Convenience 


Vhen you join TAPA, you are a prestigious traveller, In addition 
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ZJ INTERNATIONAL AIRLINE 


@ P.O. Box 20282, Hennessy Road Post Office, rong Kong 
r 8. 7500A Beach Road, 1$ 16-303/304 The Plaza, Singapore 0719 
r 8 P.O. Box 113, London SWiv LEP, England 
r W P. O. Box 660074, Dallas, Texas 75266-0074, USA 
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YES f want to join LAPA! Please enroll me as a member to enjoy the full range 
x LAPA benefits and money-saving programs, plus USS100,000 Travel Accident 
common carrier) Insurance at no extra cost, at the USSBS annua’ fee. 


also want to have more insurance protection and have ticked below the 
dditional cover | need, (insurance effective upon receipt of payment.) 
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S$ 250,000 US$ 4 45.0 00. Ae ET 
Annual Fee US$ 85.00 
Additional insurance fee USS "e 
/Pacific residents, add US$12 handling fee USS ____. om 
Total annual fee USS em 


——— 
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— "Basic | Additional | Total Additional | Please] 

TI MN. M Cover Cover. | Insurance Fee | tick | 
"US$100,000 | U$$1,400,000 |US$1,500,000| U$$495.00 | — | 
'US$100.000 | US$ 900,000 | US$1,000,000| U5$315.00 J 
US$100,000 | US$ 400, 000 US$ 500,000! | US$135.00 | | 
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to top quality travel a Tai: you win automatically receive a. 
full range of practical IAPA benefits and services: oe 


* VIP rates (up to 50%) at over 3,000 international hotels 
* Up to 40% savings at leading car rental agencies worldwide 
* Global luggage protection and retrieval service 


* Credit card protection plus emergency cash 
* Exclusive LAPA lounges at international airports 


* Free subscriptions to [APA travel magazines and newsletters | 


Savings from the above programs alone will soon recoup the cost. 
of your membership fee, but we do more for you. 


The World's Oldest, Largest, And Most Inflientidl. X 
Travellers Association. . . It Makes Sense To Belong 
When you join IAPA, you are no longer a lone traveller because. - : 
you have the strength of over 100,000 fellow members right | 
behind you. Your concerns are i important. Your opinions count. 
As the world's oldest travellers association (established in 1960), 
we have constantiy spoken out on behalf of our elite member: 
ship for greater travel safety, comfort, convenience, and economy, 
Join now and get the strength of IAPA behind youl : 
Money-Back Guarantee 

Your satisfaction is important to us. lf for any reason you are 
not happy with your membership, notify us for an immediate 
refund of your mem ibi sd 


‘GROUP PASSENGERS peed 


Dallas « London « Washington D.C. »« Hong Kong « Singapore « Panama » Rotterdam « Berlin 
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i American Express ©) Master Card L Visa Li Diners Club 
T Cheque enclosed (make payable to TAPA) 


Charge 
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PETROL oe tts RERO 
Company Lor p ce cr pi a ere RET os 
Position 00 s 

E ULL NE ERR ERR TRIS 
Home Li Office 2 
Home phone — ^ ,  . Officephone ^0 | 
Beneficiary — ——— c0 CREDERE TEDERSTRTCOR RCRNES 
Relationship 00 s 
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| | THEN HEAD FOR HOME... 
SINGAPORE AIRLINES BU 


SINESS CLASS, OF COURSE. 


\ great way to fly 


SINGAPORE AIRLINES 
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Ihe great 
trade route. 


Eurcpe, Asia, two vast mar- 
kets. A great trading tradition. 





From telephone systems in 
Stockholm all the way to ship- 
building in Shanghai, there's a 
billion cpportunities. 

Banque Indosuez is in every 
country in Western Europe 
- were the only French bank in 
the four Nordic countries — and 
were in 22 countries throughout 
Asia and the Pacific. 

Reacy to combine forces with 
you on the great trade route. 

Banaue Indosuez, present in 
65 countries, opens up a whole 
world of opportunities. 
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TOCKHOLM : telephone systems Head office : 96, boulevard Haussmann, 75008 Paris. SHANGHAI: shipbuilding 
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BANQUE INDOSUEZ. 
\ WHOLE WORLD OF OPPORTUNITIES. 





Open the door some more? 


The government considers importing labour 


By Susumu Awanohara in Tokyo | 


Te strong yen has made a buzzword 
of kaikoku (opening up the coun- 
try), which nearly all Japanese agree is 
necessary. Some (ae that this is mod- 
ern Japan's second kaikoku — after the 
neet, which began in 1868 
and marked the start of the country’s 
modernisation — while others say the 
second kaikoku took place in the early 
post-World War II years under US Oc- 
cupation. The latter call the current 
kaikoku Japan’s third. 

Originally, kaikoku was the anti- 
thesis of sakoku (self-imposed isola- 
tion) — a policy of the Tokugawa 

JJ agunate, which lasted 260 years, until 
—- Meiji period. Kaikoku implies 
sweeping reforms to adapt to the world 
outside. It is not voluntary but comes 
with the sense of being pried open. 

An explosive issue that top 
policymakers are beginning to address 
quietly is: after a thorough liberalisation 
of trade, capital and finance via a pro- 

amme now under way, will not a 

aikoku of the labour market also be 
forced upon Japan? More starkly, will 
Japan then not be “invaded” by cheap, 
unskilled foreign workers, threatening 
the . country's racial and cultural 
homogeneity? (There is relatively little 
.Iesistance to qualified foreigners com- 
ing to work in Japan.) 

These questions are being asked be- 
cause there are signs that the invasion 
has already begun, and pressure for the 
influx will continue to mount. There are 
those outside the government who feel 
that managed immigration of unskilled 

dur is a valid economic option. A few 

. e advocated, in effect, a complete 
liberalisation of human movement, 
while others argue that a labour influx is 
not an option but an inevitability. 

The great majority of Japanese are 
uneasy about a large-scale labour influx 
and are determined to prevent it. One 
opponent of the liberalisation asserted 
that today's policymakers have no right 
to deprive future generations of Japan's 
current high standard of living, its 
uniquely Japanese comforts and free- 
dom from crime. 

The Japayuki-san (Southeast Asian 
barmaids and prostitutes, who work all 
over Japan) are perhaps the most obvi- 
ous manifestation of the growing labour 
influx. Many of these women are sys- 
tematically recruited by Japanese 


agents with underworld connections, 
Apart from the relatively few who 
come with proper work permits, the 
women usually enter Japan with 30-90 
day tourist visas — knowing what they 
are getting into and deliberately over- 





staying until they are caught or ready to 
return home on their own accord. The 
Japayuki-san are paid less than Japan- 
ese women in the same trade but, even 
after paying large commissions to their 
sponsors, they are able to earn more 
than they could in their home countries. 

Illegal male workers are being 
caught and sent home in increasing 
numbers, too. These often find work in 
restaurants as dishwashers or on con- 


struction sites. The majority are from 
Southeast Asia, but some hail from as 
far away as Pakistan and Sri Lanka. At 


the upper end of the scale of illegal 
workers are doctors — mainly from 
Taiwan and South Korea — who are not 
licensed to practise in Japan. 

At face value, the statistics may not 
seem alarming. In 1985, immigration of- 
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REVIEWGRAPH by Ricky Hu: 


ficials caught 7,653 foreigners violating 
regulations — against a total Japanese 
population of 120 million — with the 
most frequent offence being "overstay- 
ing," combined with "engaging in ac- 
tivities other than that permitted by the 
status of residence." One noticeable 
trend has been the relative decline of 
cases involving South Koreans and 
Taiwanese and a sharp rise of violations 
by Filipinos and Thais. 

But the 1985 figure represented an 
almost three-fold increase from 1981, 
and violations have spread geographi- 
cally to almost all prefectures. There 
has been a corresponding rise in the 
number of foreigners expelled. Further- 





The Korean MP: page 24 
Foreign concessions: page 26 


_ outward. Given that there are increas d 
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ub. indications are that those ca cat igh 
make up only the tip of an iceberg. ' 
Immigration Department has conii | 
plained bitterly that its enforcement | 
wing is badly understaffed given the | 
magnitude of the problem. Immigration | 
officials have privately estimated the - D 
number of foreigners breaking regula- ME 
tions each year to be well above - | 
100,000, possibly a few times that fig- 
ure. is 
Filipina brides who settle in E 
Japanese villages — legally — also” rf 
epitomise the major socio-economic | 
forces at work. Individually, some | t 
Filipina brides may find happiness wit 
their Japanese farmer husbands, but | ii 
there is no changing the fact that they | 
are in Japan because their husbands — | 
and their husbands' ageing parents, who | | 
begged the sons to keep the family tradi- - | 
tion alive — could not find Japanese 3 
brides. It is customary for farmers in rı pr 
mote Japanese villages to attempt ma: ss | 
marriages for their youths, but youn, 
Japanese women nowadays do not fir id 
farm life attractive. Ie 1985, 500 Japan- 
ese-Filipina couples were married an t 
the figure is increasing. CM 
The Japanese economy is likely to 
continue to attract certain types of | 
labour from Southeast Asia which, for | 
its part, will continue to “push” labour | 
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ing job opportunities for Japanes 
women in the relatively clean and lucri 
tive services sector, local women will | 
begin shirking more arduous and e- | 


meaning jobs. 
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Yours, Japanese men, too, are T. 
ing dirty work — notably refuse co 
lection — and hard physical labour as 
rapidly rising wages in these sectors at- - 
test. For the time being, much of th 
work is being done, at least ostensibly. d 
by those who are on the payroll of locz Lr 
governments. This has kept competitors 
out, despite the lack of strong unions in - 
these trades. But given increasing costs, | 
local governments are tempted to sub- | 
contract some of the work to rivate - 
companies, which will be less inhi n 
from hiring least-cost labour, foreign or 
otherwise, to do the jobs. Even small in- - | 
Gustries that can no longer afford Ji Japan- | 
ese workers may agitate for opening up | 1 
the country to more foreign labour, as | 
they indeed did in the early 1970s. — | 
Gloomy prospects for Southeast | 

Asian economies translate into outward | 
pressure on the region's labour force. i | 
The past few years have convinced Ja- | 
panese that Asean, with the possible « ex- E 
ception of Singapore, is not in the same - 
league as the Northeast Asian newly in- | " 
dustrialised countries (NICs) — South | 
Korea, Taiwan and Hongkong — and © li: 
that more workers from Asean will be |. 
wanting to enter Japan. Even the eco- | 
nomic slump in the Middle East is al- |- 
ready having an effect: some of the Mid- — D: 
dle East's guest workers from the Sub- | 
continent, instead of returning home, 
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their luck in Japan. 
— Japanese must now choose between 
economic efficiency and racial 
homogeneity, suggests 
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Tadashi 
Yamamoto of the Japan Centre for In- 
ternational Exchange. Yamamoto said 
that whereas until now Japan's case in 

— trade disputes with the US and Western 
.| Europe was built on economic rational- 
- ity and efficiency against its opponents’ 
non-economic arguments, the option 

| eurrently desired by the majority in 
. Japan — shutting foreigners out — goes 

| against economic efficiency. Reality 
| will fall somewhere between complete 
| mobility and complete rejection, and 
most assume that the government will 

| maintain tight control over the level of 

immigration. 

Isamu Ando, a naturalised Jesuit 
priest of Spanish origin, is one of the 
minority who believes that Japan ought, 
on principle, to open up to foreigners. 
Together with Japanese lawyers and 
other volunteers, Ando launched a 
| campaign some years ago to help dis- 
| Spite s Indochinege settle in Japan, de- 


COMME 


spite strong resistance from the Immi- 
| gration Department. The authorities 
| argued that these Indochinese had first 
| gone to third countries such as Taiwan 
| and Thailand and were already consi- 
j . dered settled there. 

. Ando thinks Tokyo was much too 
x ungenerous in dealing with students 
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— | Phe historic landslide victory of the 


| M ruling Liberal Democratic Party 
| (LDP) in the July. election over- 
| shadowed another historic event — the 
| success of Shokei Arai, 38, in winning a 
| Tokyo district seat as member of the 
po faction led by Prime Minister 
| Yasuhiro Nakasone. A South Korean 
| national until 20 years ago, Arai became 

| the first known naturalised citizen of 

| Japan to become a member of parlia- 

a ment. $ 

| Those who believe Japanese must 

| acquire a more open attitude towards 

| the country's alien community as Japan 
| “internationalises” in terms of people as 
| well as goods and capital, see in Arar's 
| victory an encouraging sign. But others 
. argue that Arai's supporters had not 
| been properly informed of what many 
. Japanese would view as Arai’s ethnic 
J stigma. 

"There are now about 850,000 Ko- 
| reans in Japan. These include Koreans 
- who have become naturalised citizens of 

Japan and those of mixed Korean-Ja- 
. panese parentage. Many Koreans ar- 

rived in the country after Tokyo’s an- 

nexation of Korea in 1910, either coerced 
to do so or lured by less difficult living 
conditions here. In the early days, they 
worked in mines, textile mills and at 
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of Saigon to the communists in 1975, 
and later with the boat qd n and other 
dispaced Indochinese. However, he 
concedes that it is not only the govern- 
ment but also the Japanese pecple who 
are exclusivist for historical reasons. He 
hopes they would both overcome it — 
rather than hide behind their supposed 
Japanese uniqueness. asking to be 
courted out from the rest of the world. 

Kazuo Nukazawa, chief economist 
at the big business organisation Keidan- 
ren, advocates opening up the country 
from another point of view. For one 
thing, it is difficult to control the inflow 
anyway and, for another, a welfare state 
in seclusion — which is what a closed- 
door policy amounts to — will eventual- 
ly lose efficiency and stagnate. 


tsushi Shimckobe, director of the 

National Institute for Research 
Advancement, a government-funded 
think-tank, goes further in precicting a 
massive influx. “It’s like the law of ther- 
modynamics. You just cannot have a 
higháncome area and a low-income 
area without forces developing to 
equa ise the incomes," he said. He esti- 
mates that by the year 2000, Japan's per 
capita income will reach US$20,000, 
against the NICs’ US$5,000. China’s 


may reach US$2,000 and Asean — with 


the exceptions of Singapore and Brunei, 


| An MP with a difference 


1 Voters elect the country's first ethnic Korean to parliament 


constructions sites or were otherwise 
engaged in work that only the lowest 
strata of Japanese society would under- 
take. The Koreans were discriminated 
against and often made scapegoats 


when things went wrong. 
Even today after the Japanese eco- 
nomie miracle, which immensely 


strengthened the economic position of 
Koreans here, and after the South Ko- 
rean miracle, which raised Japanese re- 
gard for Koreans, ethnic Koreans living 
in Japan are still heavily represented 
only in certain lines of business, such as 
scrap-iron trading and pig farming, Ko- 
rean barbecue shops, pachinko game 
parlours and construction. 

Some Koreans have also been suc- 
cessful in sports and entertainment, 
while others have entered the under- 
world of Japan’s yakuza gangsters. 
Many naturalised Korean citizens hide 
their identity while others, feelmg re- 
jected by Japanese society, flaunt their 
Korean-ness. 

Unlike Japanese of Chinese origin, 
Korean-Japanese are — with few excep- 
tions — barred from the civil service. 
Employment of an ethnic Korean by the 
post office makes news, as do disputes 
over applications from Koreans for 
teaching jobs in publicly run schools. 
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Expelled Filipinos: avoiding Western mistakes... 








are likely 10 be higher — 
at best. Migration is not a 
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US$2,000 
question of moral or economic choice, 
but a physical inevitability, Shimokobe 
argues. nan ; 
Shimokobe “holds further ' that 
Japan's population will peak at 130 mil- 
lion in the 21st century and start to de- 
cline. The population structure will also 
change, with the *greying" of Japan ad- 
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About one-third of Japan's 47 adminis- 
trative regions still forbid non-Japanese 
from teaching in such schools. Until 
now, it was unthinkable that Japanese - 
would accept an ethnic Korean — a 
naturalised citizen or not — as their rep- 
resentative in parliament. 

It is against such a backdrop that 
Arai won. Did the electorate support 
him — a tall, handsome, bright and 
charismatic man with strong qualifica- 
tions — despite the fact that he is of I 
rean origin? Or were they deceived? 

Arai's parents were born in Japan às 
second-generation Koreans, acquired 
South Korean nationality after the Ko- 
rean War and were naturalised with 
Arai in 1966. After growings,up in 
Osaka, where there is a large Korean 
community, Arai walked the ideal path 
towards a political career — Tokyo Uni- 
versity, Nippon Steel and then the Fi- 
nance Ministry, landing a job as secret- 
ary to then finance minister Michio 
Watanabe in 1981. S 

With Watanabe's support, Arai left 
the ministry and ran as an LDP candi- 
date in the 1983 election. He lost. His 
most formidable rival in the five-seat 
Tokyo constituency was the well-known 
novelist-turned-politician and one-time 
state minister Shintaro Ishihara, whose 
principal secretary was arrested for de- 
facing Arai’s campaign posters with 
stickers which read: “Naturalised from 
North Korea in 1966." North Korea is 
the one country Japanese are prohibited 
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vance dusters These factors. 
create additional pressures for immigra- 
tion, he says. Economics professor 
Masatoshi Fukushi, who has been in- 
volved in the government's long-term 
planning, concedes that discussion of 
immigration has long been taboo but in- 
sists it is irresponsible not to consider it. 
But for now, the government is de- 
termined to keep foreigners out of *sim- 
ple labour." An immigration official 
said that a project team is studying the 
implications of importing simple labour 
but.that the government is opposed to 
the idea. A Labour Ministry official 
stressed that it would be a mistake to 
maintain artificially, through the impor- 
tation of labour, inferior working condi- 
tions in one part of the Japanese labour 
market, which may in turn work as. a 
drag on the welfare of the whole. Both 
officials deny that there was pressure for 
relaxation from small industries. 
The officials are also emphatic in 
nting to avoid the “mistakes” of West 
.-IOpeans in bringing foreigners — 
such as Turks and Yugoslavs into West 
Germany and Algerians to France — to 
do their dirty work, which had racist 
connotations. 
Economics 





professor Kotaro 


Tsujimura, who has long been involved 
with the influential Council for Econo- 
mic 
prime ministers, said: 


rojection, which advises Japan's 
"There is not 


Arai: overcoming ethnic stigma. 


from visiting. Ishihara's office even 
spread the word that Arai could be- 
come a North Korean spy. 


U ndaunted, Arai ran again in the 
July election. He campaigned hard, 
organising support groups and discuss- 
ing local issues with his electorate — in 
contrast to his heavy-weight rivals who 
stressed national and even international 
issues. He earned the nickname "Rocky 
of Kamata [constituency]," after the 
Italian-American boxer in the Rocky 
film series who overcomes great odds to 
become a champion. 

_ Arai's identity became an issue again 
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strongly opposed liberalisation of 
labour.” During the great boom of 
1970-73, which ended with the first oil 
shock, there developed an acute labour 
shortage, and small businesses. re- 
quested — through the Keidanren and 
other channels — for easier entry for 
foreigners, he explained. 


nother professor and popular writer, 

Shoichi Watanabe, argues that 
West European countries imported 
foreign workers for their own selfish 
reasons, not to help the workers. In con- 
trast, Japan, faced with a labour short- 
age, refused to resort to foreign labour 
*as a source of energy," and instead de- 
veloped industrial robots, thereby im- 
proving the quality of its products and 
further gaining competitiveness. In a 
small and highly homogeneous society 
such as Japan, it is correct not to import 
labour, he asserts. 

Increased Japanese investment in 
Asia is the answer some of the oppo- 
nents of labour liberalisation offer as a 
way of reducing the vast wealth gap be- 
tween Japan and its neighbours. The 
trouble with this proposal is the simi- 
larly vast gap between amounts of in- 
vestment required and those Japan 
could provide. 

Nonetheless, 


economist Kazuo 


after his victory. Many of his supporters 
say they knew of his background but did 
not worry about it because he was born 
and brought up in Japan. In addition, 
they say, Arai is married to a Japanese 
— like the majority of young Korean- 
Japanese these days. The new MP's sup- 
porters say they only wanted someone 
who understood their constituency and 
would serve it well. 

Arai's opponents, including the 
Ishihara camp, say Arai received un- 
usual support — in money and man- 
power — from Korea-related organisa- 
tions. The opponents say these included 
such big Korean-Japanese companies as 
Lotte and the anti-communist Shokyo 
Rengo, which is the political arm of the 
controversial South Korean—based 
Unification Church. Above all, the op- 
ponents allege that Arai kept his Korean 
background a secret and warned that a 
question of loyalty might arise when- 
ever Tokyo-Seoul or Tokyo-Pyongyang 
relations are strained. 

Arai dismisses such allegations. His 
background was loudly — and distort- 
edly — publicised in 1983 by the very 
people who are making the secrecy alle- 
gation today, he notes, adding that 174 
MPs, including Ishihara, received help 
from the Shokyo Rengo. “I won be- 
cause of my Finance Ministry 
background, the vigorous campaign by 
myself and my supporters, and my qual- 
ifications as a politician,” he told the 
REVIEW. 
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Koike takes this investment proposal de | 
seriously and, as part of it, advocates | — 
massive employment in Japan of high- | 

calibre foreigners as permanent staffers | 
of big Japanese companies. Koike ar- |. 
gues that Japan must help Asian coun- 
tries grow through direct investment, 
but without an overpresence in these 
countries. Hiring the best available lo- 
cals is crucial in this effort, he asserts, | 
giving them real opportunities for ad- | 
vancement. This, Koike says, means | 
stints in Japan and joining the system of 

job rotation with Japanese staff. | 

Even the Labour Ministry is in- |. 
terested in this proposal. It wouldliketo | | 
increase the number of highly skilled |- 
foreign workers in Japan — while keep- | 
ing simple labour out — to meet the de- | w 
mands for internationalisation coming ~ 
from the very top. 

A true believer in the market - 
mechanism, Nukazawa is convinced | 
that an influx of simple labour cannot be - 
stopped. But he too agrees that highly |. | 
qualified foreign manpower should on 
allowed to come in mere freely. ^ 

He recalls the seventh century, when | 
Prince Shotoku prevailed on the “nation- | 
alists” and introduced into Japan Bud- | | 
dhism and advanced agricultural tech- - 
nology, along with the Koreans who | 
brought them. That was progress and - 
progress is needed now, as always, |. 
Nukazawa says. o i 
1 

Arai said he had not made his | 
background a major campaign issue be- 
cause he was a Japanese citizen and his | 
object in becoming a politician was not | 
just to improve the lot of Korean-Japan- | d 
ese. Having said that, Arai also sawthat | 
his victory and hoped-for successs as aq 
politician would encourage Koreans in | 
Japan and help produce "the second | 
and third Arais." i 

Arai believes there is a trend towards | k 
fuller integration of Koreans in Japan- 
ese society. A recent study by young of- | 
ficials of Kanagawa prefecture supports | 
this view. The study, drawn from an 
opinion survey of 600 newly Me. | 
prefectural officials, indicates that while 
respondents had a stereotype negative A 
image of Koreans and were not fond of Lx 
Koreans, they expressed a surprisingly | x 
liberal position on future policy. B^ 

The respondents said that the cur- H 
rent system of alien registration, which 
requires fingerprinting of foreigners, | 
needs improvement, that Koreans | 
should be given equal opportunity, in Jn 
employment in the civil service and in | 
other sectors, and that long-term alien t3 
residents should be enfranchised. They | — 
also said they have no objection to per- - 
manent residents maintaining their own 
non-Japanese national identity. 

All this may just be fatemae, or what . 
is stated as a principle, not honne, what 
is truly intended, but even that is a big. 
cue from the past. | 
— Susumu Awanohara | 
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Foreign concessions 


Tokyo provides more services to workers from abroad 


; petis Minato ward office has re- 
corded an emergency public an- 
nouncement in English that will be au- 
tomatically broadcast from 85 places in 
case of a major earthquake — the night- 
mare of many a gaijin (foreigner) living 
in Japan. 

“We have just experienced a rather 
large earthquake, but there is nothing to 
fear as long as you remain calm. Since 
houses and buildings rarely collapse, 
please act carefully and do net run out- 
side. Everyone must extinguish ali 
sources of fire," the announcement 
goes. | 

What is striking about this move — 
and the English-language literature the 
ward office is beginning to put out — is 
the underlying notion that there would 
be many English-speaking foreigners 
living among the ward's Japanese and 
that they should receive public services 
in their own language. Minato ward — 
or Minatoku — is still the exception, but 
it shows the way towards the type of 
controlled “internationalisation” with 
which many Japanese can feel comfort- 
able. 

Of Minatoku’s 190,000 residents. 
11,600 are foreigners. Americans are 
the most numerous — now exceeding 
3,200 — followed by Koreans, Chinese. 
Britons and Filipinos. Most Koreans 
ang Chinese are Japanese-speaking per- 
manent residents and the public stil! 
tends to see them not quite as gaijin but 
more as second-class Japanese. There 
are many areas in Japan with a higher 
density of Koreans or Chinese than 
Minatoku, but this does not make them 
“international.” 

That distinction comes with the dip- 
lomats, business executives, financiers 
and professionals who have been mov- 
ing into the ward’s posh residentia! 


areas of Roppongi, Aoyama, Azabu 
and Akasaka. 

The number of foreigners registered 
in Minatoku, excluding Koreans and 
Chinese, jumped 45% to nearly 8,000 in 
the five years to 1985. And more are ex- 
pectec to move to the ward, as multina- 
tional companies and embassies are 
bound to f2el they must either set up or 
beef up operations in Tokyo — in 
Minatoku itself and in the office districts 
of central Chiyoda and Chuo wards, ad- 
jacent to Minatoku. 

Back in 1359, the British, the French 
and the Americans opened their lega- 
tions in Buddhist temples in what is now 
Minatoku, ending 260 years of Japan's 
virtua! isolation from the rest of the 
world. 


oday Minatoku boasts 60 of the total 

117 embassies- located in Tokyo, 
most of which are beefing up their 
staffs. IBM Corp. recently brought its 
Asia-Pacific headquarters — and 250 
foreign employees - with it — to 
Minatoku. With Tokyo’s emergence as 
an international financial market, more 
foreign banks and securities houses are 
expected to move their people to the 
city. and Minatoku will house the cream 
of this group. 

When looking for housing in expen- 
sive Minatoku, the foreigners face little 
overt racial discrimination, which is a 
common complaint among other for- 
eigners who must settle for less. But as 
the saying goes in the Tokyo foreign 
community: “You can have all the com- 
forts of a Western home for just ¥1 mil- 
lion [USS$6,500] a month.” 

Several international schools are 
clustered in Minatoku and, anyway, few 
foreign parents — except for Koreans 
and Chinese — want to send their child- 
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ren to Japanese schools where ‘the 
medium of instruction ts Japanese. But 
the ward has made it relatively easy for 
those who do want a Japanese educa- 
tion. There are about 250 foreign child- 
ren, including Koreans and Chinese, in 
the 38 publicly run primary and junior 
high schools. 

In schools elsewhere in Tokyo, Ja- 
panese mothers have resisted the en- 
trance of foreigners — and even Japan- 
ese children returning from abroad — 
worried that this would slow the pace of 
their children's progress in bracing for 
"examination hell." Minatoku mothers 
are more magnaminous, says Mayor 
Keiji Yamada. 

The Japanese in Minatoku are gen- 
erally attentive to foreigners but “get- 
ting to know them well is still quite 
another thing," an Australian diplomat, 
on a second tour of duty in Tokyo, said. 
However, he said those Japanese resi- 
dents of Minatoku — and also of Tokvo 
generally — who are armed with th« 
own experiences abroad and añ- i.. 
proved command of English, are be- 
coming more comfortable with the for- 
eigners around them. 

Yamada is proud that many foreign- 
ers participate in ward events, including 
seasonal festivals and earthquake drills. 
He also points to voluntarily organised 
sports teams, chorus groups and free 
language classes. involving foreigners as 
well as Japanese, as examples of his 
ward's international nature. Thé Aus- 
tralian diplomat says he is one of the 
many foreigners who hope that the Ja- 
panese will not internationalise too 
much, to deprive them of the joy of 
being in a country that is different. 

Minatoku officials expect they will 
have to do more for the foreigners, who 
"have a strong notion of rights and obli- 
gations.” The ward collects ¥30 billion 
a year In income tax from residents, a 
disproportionately high 10% of.which 
comes from foreigners. The average. 
panese taxpayer in the ward p4,- 
Y 248,000, against the average foreign 
counterpart's 815.000. More services 
seem in order. 

Foreigners may also want to partici- 
pate more fully in national pension, 
medical and unemployment ` relief 
schemes. The last scheme is particularly 
sensitive given the many Koreans living 
in Japan who may benefit from their 
new eligibility. Further, foreigners have 
no voting rights, though they are taxed 
and counted in the national census, 
which is used in apportioning seats in 
the national and local parliaments. This 
may also have to be rectified. 

Minatoku's internationalisation may 
change its: citizens’ attitude towards 
China and South Korea. Yamada is off 
shortly on his third trip to China, where 
he is hoping to establish a sister relation- 
ship between his ward and Peking’s 
Changyang district. The ward already 
has such a relationship with Seoul's 
Chongro-ku. — Susumu Awanohara 
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| A Moscow naval cordon 


| around the ‘Yellow Peril’ 
E enn 


j "WW e propose starting talks on re- 
"CERE ducing the activity of naval 
| fleets — primarily ships equipped with 
| nuclear arms — in the Pacific Ocean,” 
| declared Soviet leader Mikhail Gor- 
|» bachov in his historic and wide-ranging 
3 , speech in Vladivostok on 28 July. The 
| significance of this proposal by the 
| Soviet leader lies primarily in the fact 
.| that for the first time it gives official rec- 
. ognition by the Kremlin leadership of 
. the extent to which the Soviet-Ameri- 
| can naval build-up in the Pacific over 
| the past decade has now become a very 
| important factor in the Asia-Pacific 
| military-strategic equation. 
| Indeed, oddly enough it was the 
- Soviet navy's decigon to deploy a por- 
tion of its forces some 2,200 nautical 
miles south of Vladivostok, the com- 
- mand centre of the Soviet Pacific Fleet, 
to a base position along the Vietnamese 
. coast at Cam Ranh Bay in 1979, which 


was to be one of the major factors in - 


 spurring a naval competition between 
_ the superpowers in the Pacific. While 
_ this establishment of a naval presence at 
. the Vietnamese base was initially view- 
. ed as part of the Soviet navy's strategy 
| of "forward defence," that presence has 
since conferred upon the Kremlin a 
. wide range of other geostrategic advan- 
. tages useful to the attainment of state 
| and ideological objectives. 
| . Being a forward base, Cam Ranh 
| Bay's value to the Soviet navy lies 
E primarily in its proximity to several eco- 
. nomic and political-military centres of 
| consequence — China, the US' Subic 
| Bay naval facility in the Philippines, the 
| Asean states, the Indian Ocean and the 
| heavily used straits connecting that 
| ocean to the Pacific. Indeed, Moscow's 
| anti-Peking strategy gains significantly 
| from having a permanent naval detach- 
 ment-presence located in Vietnamese 
waters not so much for the advantagesit 
| affords the Soviet navy in relation to 
. Chinese maritime power (though there 
i are some), but largely because it serves 
vividly to endorse the spectre of a Hanoi 
completely enmeshed in that strategy. 
This becomes especially apparent if 
| viewed in terms of Soviet preparedness 
1 e adi a defensive military campaign 
on the Asian front, while attempting to 
| prosecute an offensive thrust across 
| Western Europe. 
_ Although such a scenario may ap- 
| pear as mere conjecture, it is not conjec- 
.| ture to suggest that at the very least a 
| Hanoi-led Indochina now forms the 
| southern base-perimeter (Mongolia and 
| the Soviet heartland, the northern, and 
| Afghanistan, the western) of Soviet ef- 
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forts to delimit Peking's influence 
within Chinese territorial borders. 
Allied to a Soviet naval presence 
which serves to cement Vietnam to the 
Kremlin’s strategic framework, naval 
movements between Vladivostok and 
Cam Ranh Bay also enable the Soviet 
Pacific Fleet to close further the ring 
around China by improving its capabil- 
ity to seal off the seaward approaches on 
the eastern flank. Without the Vietnam- 
ese base, units of the Soviet Pacific Fleet 
would not be able to sustain prolonged 
patrolling duties along the entire length 
of the Pacific sea-corridor which paral- 





lels the Chinese seaboard, and thereby 
ensure that the cordon sanitaire assidu- 
ously erected by the Kremlin around the 
“Yellow Peril” that it fears, remains re- 
latively effective and secure. 

Having a “fleet-in-being” about 800 
nautical miles across the South China 
Sea from Subic Bay is also clearly of ad- 
vantage to the Soviet navy. This relates 
directlv to Soviet perceptions of Ameri- 
can war plans with regard to the Soviet 
strategic submarine bastion located at 
Petropavlosk on the Kamchatka Penin- 
sula. Essentially, the primary US war- 
time strategic imperative in the Pacific 
would be the attempt to ensure the total 


Derek Martin da Cunha, is a Singa- 
_ porean, and is a research scholar 


at the Department of International 
Relations, Australian National Uni- 
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destruction of Soviet ballistic missile 
submarines, by waging a major anti- 
submarine warfare effort in the direc- 
tion of the Sea of Okhotsk by all six car- 
rier battle groups of the US Pacific Fleet 
(comprising the 3rd and 7th fleets). 
With one such carrier group on-sta- 
tion in the Indian Ocean and another at 
a high level of readiness at Subic Bay, 
the main mission of Soviet naval units at 
Cam Ranh would thus be to prevent 
these two carrier groups from par- 
ticipating in any anti-submarine opera- 
tions. This would be achieved by: 
>» The sowing of mines at the ap- 
proaches to Subic and at points along 
the Malacca, Sunda, Lombok-Makas- 
sar and Ombai-Wetar straits. 
» The engaging of the carrier groups 


should they manage a break-out’ 
through the mine barriers. 
As it now stands, up to 30 Sovii 


naval vessels (about half of which:ai.- 
combatants) which regularly operate ' 
out of Cam Ranh Bay, have managed to 
exact a price on American naval-re- 
source allocation by tying down at least 
one carrier group at Subic which is given | 
the task of being the regional counter to 
these Soviet vessels. While such a dis- 
persal of American naval power seems’ 
deleterious to the overall US military 
posture in the Pacific, the same! rule- 
does not apply to the Soviets. Indeed; 
the enormous geographic encumbrance 
of an enclosed sea (the Sea of Japan) 
which the main body of the Soviet 
Pacific Fleet faces vis-à-vis that of its US 
Opposite, has to an extent been al- 
leviated by the hiving-off of part of the: 


| fleet and its emplacement in waters off ' 
| mainland Southeast Asia. Through this 


move, that other important US naval 
wartime mission — the trapping of the 
entire Pacific presence of the major sur- 
face elements of the Soviet navy in th 
Sea of Japan — is now well and tru | 
complicated. 


T proximity of a Soviet naval pre- 
sence to the states of Asean is also of 
utility in advancing Soviet foreign-po- 
licy objectives within Southeast Asia. 
No more is Soviet power some distant, 
opaque phenomenon with which South- 
east Asian leaders need not concern 
themselves. Now it is recognised that 
that power — epitomised in the il- 
luminating presence of the navy of the 
Soviet Union — has to be taken into the 
geopolitical calculus of Asean policy- 
makers. This is a truism especially evi- 
dent in the tendency of the Kremlin to 
apply traditional gunboat diplomacy to 
the region. Instances of the use of a 
naval presence to intimidate Asean 
states include the despatch of a four- 
ship flotilla led by the anti-submarine 
cruiser, Minsk, to the Gulf of Thailand 
in November 1980, and the appearance 
of the Minsk off the Singapore water- 
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In both instances the Kremlin sought to 

. relay its displeasure to governments of 
the.two states over their “intransigence” 
in refusing to accept the Vietnamese fait 
accompli i in Cambodia, and of adopting 
acts. “unfriendly” towards the Soviet 
Union -= such as Bangkok's strengthen- 
ing of ties with Peking. v 

Such use of coercive naval demarche 
should not be interpreted as suggesting 
that Soviet diplomacy in Southeast Asia 
has. been totally militarised. Rather, 

through a judicious combination of 

threat (naval power) and inducement 
(trade), the Kremlin has sought to ex- 
tract from the countries of Asean an ac- 
ceptance of the great power credentials 
of the Soviet state and of its pretensions 
to. wide responsibilities.as a regional 
gendarme. 

Individual circumstances ‘dictate the 
most prudential form of diplomacy that 
should be applied. Last year saw trade 

[ jlomacy employed against 

» member states of Asean as 

_ they/faced the reality of econo- 

| micorecession brought on by 
the. cumulative impact of 
swingeing declines in commod- 
ity pricés, trade protectionism 
in the West and general slug- 
gishness in local economies. 

' The years to come may weil see 
a switch between this form of 
Soviet diplomacy and the other 
as opportunities to gain politi- 
cal advantage in Asean, at the 
expense of adversaries China 
and-the US,. present thèm- 
selves. 

The Soviet naval presence 
in;'Vietnamese waters and 
through it the seas around 
Southeast Asia, exhibits asser- 
tively the “militant solidarity” 
that: binds the peoples of the 
Soviet Union and Vietnam, 

d attempts to challenge the 
. eminence of “reactionary 
forces” in Asean as symbolised in the 
free-market economies of the states 
within: that grouping. To that extent 
then, the Soviet naval presence at Cam 
Ranh; Bay has served the Kremlin 
well. | 
By; stationing a relatively large 
numbér of vessels (between 25 and 30; 
including submarines, surface combat- 
ants‘and auxiliaries) at the Vietnamese 
 base;the Soviet Pacific Fleet is now able 
to. reduce the response time it requires 
to: strengthen its Indian Ocean Squad- 
ron imperiods of crisis. 

. Under such conditions, transit rights 
through the Egyptian-controlled Suez 
Canal: would in all likelihood be denied 
to the Soviet Black Sea Fleet. In Cam 
Ranh/Bay the Soviet navy, therefore, 
has.a very well-sited launch point for 
surge deployments into the Indian 
Ocean. These deployments would prob- 
ably be occasioned by crisis situations 

| occurring in such potential littoral hot- 
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spots as the Horn of Africa and the a 
bian Peninsula. With a 7,000-nautical- 
mile journey via the Malacca Straits 
from Vladivostok to the Ethiopian 
naval facility on the Dahlak Ar- 
chipelago, a vessel cruising at a constant 
15 knots would take about 20 days to 
reach its destination. In contrast, the 
2,200-nautical-mile forward  deploy- 
ment of naval units to Vietnam affords 


these units, if despatched to support In- . 


dian Ocean Squadron operations in the 
direction of the Red Sea, a shorter — 
13-day — voyage; while at the same 
time increases by a quarter to a third 
their availability in that operational 
theatre. 


quos capability would seem to sug- 
gest that Cam Ranh Bay constitutes 
a major link in the arc of Soviet naval ac- 
tivity that stretches from the seas off the 
Northeast Asian land mass down to the 
South/western Pacific, westwards into 
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the Indian Ocean and ultimately into 
the confines of the Mediterranean. In 
linking up these naval theatres, the 
Vietnamese base acts as the pivot in the 
Soviet navy's “swing strategy" — the 
ability to deploy its forces swiftly be- 
tween the great Indian and Pacific 
Oceans in times of crisis. 

The regular presence of five or six 
Soviet submarines using the berths at 
Cam Ranh Bay also indicates intentions 
with regard to the strategically impor- 
tant sea lines of communication 
(SLOC) which connect the Pacific to the 
Indian Ocean. Indeed, as the Vietnam- 
ese-based Soviet submarines are attack- 
orientated vessels of the Charlie and 
Echo class — with stand-off cruise mis- 
sile cápability — it would appear that 
their deployment to the South China 
Sea is primarily designed to demon- 
strate an anti-SL OC mission. However 
unlikely the prospect may appear of 
such a mission actually being underta- 
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can now initiate that move represents, 8 
on a theatre-level, an increase in Soviet 
military options, and clearly affords the 
Pacific fleet greater tactical flexibility in. 
a wartime setting. 

Over the past few years that flexibil- à 
ity has also been aided by the improve- | 
ment in the fleet’s qualitative and quan- 
titative composition. In particular, the. 
anchor strike force of its surface compo- | 
nent — cruisers — have seen their num- | | 
bers increase by no less than 100% be- 
tween 1978 and 1985. Looked at in iso- 
lation, an increase of nine vessels over | 
eight years might not appear too re- 
markable. However, when measured | 
against the growth rates of the other | | 
three Soviet fleets, the figure then takes: g 
on ample significance. [^y 

In this respect, 1979 was certainly the |. 
landmark year for the Soviet Pacific 
Fleet. That year saw eight vessels of dif- | 
ferent classes join the fleet, am 
which were three cruisers — the Kiev- - 
class Minsk, and the Kara-class Pet- 
ropavlosk and Tashkent. While factors - 
such as a general build-up of Soviet mili- | |. 
tary forces in the Far East can be readily | : 
cited to account for the arrival of these | bis 
vessels to the Pacific, there is some evi- | 
dence to suggest that Soviet naval access. | — 











€ No more is Soviet power 
some distant, opaque 
phenomenon, with which 
Southeast Asian leaders 
need not concern 
themselves. 


to Vietnamese base-facilities could have | | 
been the prime determinant of Soviet - 
naval deployment policy. Indeed, it is. 
interesting to note that all three cruisers | 
arrived in Vladivostok between May | 
and July, just shortly afier naval access 
to Cam Ranh Bay had been esta" 
on 25 March. 

Moreover, the fact that as many asa 
group of six Soviet cruisers/destroyers |. 
have been regularly sighted at Cam. 
Ranh Bay over the past few years, 
strengthens the view that that base has 
certainly assisted in changing, for the 
better, the complexion of the Soviet | - 
navy in recent years. To be sure, it has | - 
altered both the technological andnum- | 13 
erical composition of the surface com- | 
batant component of the Pacific Fleet, 
and has significantly reshaped on a re- 
gional-wide basis Soviet naval- -deploy- 
ment patterns. 

Taken together, these not insignifi- - 
cant improvements in Soviet naval prow- | n 
ess have clearly elevated the Krem- | 
lin's strategic sights in the western | 
Pacific. And, as evinced by the Gor- | 
bachov speech in Vladivostok, Moscow |. 
has also given notice to the littoral states 
of its intention both to preserve and ex- 
tend its influence in this its new geo- wv. 
strategic arena. | 
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THAILAND 


Voice of the palace - 


The royal family denies some persistent rumours 


By John McBeth in Bangkok 


ppearing in public for only the 

second time in six months, Thai 
Queen Sirikit has underlined the con- 
cern at what she described as “various 
rumours” about her health. Less than a 
week before, Princess Chulabhorn, the 
youngest daughter of the queen and 
King Bhumibol Adulyadej, tackled the 
same subject during a rare interview on 
nationwide TV — and also surprisingly 
addressed herself to a rumoured split in 
the royal family. 

The only other occasion the 54-year- 
old queen had been seen in a public set- 
ting this year was at a 24 July ceremony 
dedicating the newly restored Shrine of 
the City Pillar in the shadow of the 
Grand Palace. Thgre, she appeared un- 
characteristically sombre and at one 
point was seen to stumble on the hem of 
her dress. Receiving Prime Minister 
Prem Tinsulanond and several hundred 
senior officials in a televised audience 
on 18 August, the queen blamed her ill- 
ness on “bad fortune” and fatigue and 
said she would be unable to travel for 
some time. 

The interview with Princess 
Chulabhorn was the first indication of 
high-level concern over the rumours. 
which have been doing the rounds of 
Bangkok's cocktail circuit. Timed to 
coincide with the quéen's 12 August 
birthday, when the queen cancelled sev- 
eral engagements, the programme was 
probably more remarkable for the ques- 
tions asked. and the princess’ willing- 
ness to answer, than anything else. 

Among other things, the princess re- 
sponded to queries abou: whether her 
mother was suffering from a terminal ill- 
ness and then adroitly handled ore par- 
ticularly barbed question in which 
Channel 3 interviewer Thanatsri Svasti 
asked her if it was true that the queen 
was trying to “usurp the king’s work,” a 
reference to perceived behind-the- 
scenes palace intrigue. Most Thais ap- 
peared surprised at the general frank- 
ness of the exchange in a country where 
the king and the royal family hold a 
place that is above reproach or even 
question. But responsible officials say 
that the princess was obviously aware of 
that the questions would be asked. 

Thanatsri himself holds a royal title 
and is best known for his popular radio 
and TV programmes. A Channel 3 
spokesman said the interview was ini- 
tiated by the station itself and the prin- 
cess’ only condition was that the host 
should be someone who would make 
her feel at ease. Thanatsri was the obvi- 
ous choice. The programme was taped 
on 7 August and the spokesman said the 





two spent only five or 10 minutes to- 
gether beforehand going over the ques- 
tions. 

The queen’s unprecedented absence 
fuelled rumours that she was seriously 
ill and perhaps suffering from cancer. 
But the princess denied suggestions her 
mother was afflicted with a fatal dis- 
ease. “The rumours are not true,” she 
told Thanatsri, pointing out that since 
the queen underwent a diagnostic curet- 


. tage last December her health had re- 


covered to a point where she was walk- 
ing more than a mile a day. 

The princess did allow, however, 
that the queen is under the constant 
supervision of doctors who monitor her 
blood pressure and diet. 

The princess’ description of her 
mother's condition is supported by 


Queen Sirikit: ‘bad fortune.’ 


palace insiders, who say part of the 

roblem is allergy-related. But they also 
indicate that she wishes to retreat some- 
what from public life. One source said 
the queen had already delegated many 
of her duties to the two princesses, in- 
cluding the authority to draw up this 
year's annual list of honours to women. 


Te princess’ answer to the question 
of whether the queen was seeking to 
usurp the king's work was the first com- 
ment by a member of the royal family on 
a rumoured split. “It’s not true," she 
said. “We all work for his majesty be- 
cause of our loyalty towards him. No- 
body in our family wants popularity for 
themselves. Everybody is sharing the 
work and we work as a team. [The king] 
is keen on water resources, irrigation 








and agriculture, with Crown Princess 
Sirindhorn helping out. [The queen] is 
interested in social welfare, public 
health and supplementary occupations 
to which I give a helping hand. But 
again, there are people who say that our 
family is divided into two sides, which is 
not true at all." 

The princess made no mention of 
Crown Prince Vajiralongkorn, the 
often-controversial heir to the Thai 
throne. But he too opened up to the 
media recently with the 15 August issue 
of the women's magazine, Dichan, car- 
rying a 32-page interview with him on 
mainly personal matters which lasted 
for more than eight hours. 

However, the crown prince re- 
fused to answer a question about whe- 
ther he was a jaochoo (a womaniser), a 
label similar to that given him by his 
mother during an interview in the US 
several years ago, and he denied refus- 
ing to pay for antique purchases, blam- 
ing that and other purported m 
demeanours on people who he sz.. 
were using his name for their own bene- 
fit. 

The crown prince carries the rank 
of special colonel and is com- 
mander of the 4th Battalion of the 
Ist Infantry Regiment, which is 
responsible for security around 
Chitrlada Palace. He is also an 
adept fighter pilot and has under- 
gone advanced combat training 
in the US. His private life, how- 
ever, has often been the source 
of rumour and gossip, and though 
he has a daughter by his consort, 
Princess Soamsawali, whom he 
married in 1977, he drew atten- 
tion during the Dichan interview 
to the fact that he has other child- 
ren. 

Thai commentators note that 
partly because of its pre-eminence 
and partly because of a deliberate 
effort to cultivate its image, t 
royal family has become more « 
posed to public scrutiny than evér 
before. Indeed, the subject matter 
of the interview with the princess 
would have been unheard of not so 
many years ago. If this exposure is not 
always very flattering to some family 
members, any critical perceptions of the 
institution of royalty are largely out- 
weighed by the prestige of King Bhumi- 
bol who remains the kingdom’s most re- 
spected figure. 

Although the king himself. went 
through a worrying period of illness in 
1982, his health does not seem to have 
been the object of serious concern over 
the past three years and he has even re- 
sumed his favourite sport of yachting. 
Still; because he represents the bedrock 
of national unity, the succession ques- 
tion is of vital concern to the Thai popu- 
lace and is likely to come under intensi- 
fied, if guarded debate in the year of na- 
tionwide celebrations leading up to his 
60th birthday on 5 December 1987. Il 
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Hitachi's wide-ranging technol- 
ogies in communication (from 
leftto right): optical fibers, image 
signal processor, advanced 
telephone exchange system, 
satellite communication, and 
machine translation system. 





Communication is not simply sending 
a message... .it is creating true understanding — 


swiftly, clearly and precisely. 


"| know he's trying to tell me something: 

but what does he really mean?" In our world 
of proliferating technologies and new termi- 
nology, this kind of question is asked a lot. 
Here is what we are doing about it. 


Hitachi's scientists and technicians long- 
term goal is to break the language barrier. 
They are diligently at work today on an array 
of projects that will vastly improve the com- 
munications of tomorrow. 

For example, we've made tremendous 
progress on a system to translate Japanese 
into English. 

This system can be used to translate 
various scientific/technical papers and 
machinery/equipment manuals. Special 
“glossaries” can be developed to adapt it for 
fields as diverse as medicine, electronics and 
aeronautics. Further development could lead 
to automatic telephone translation or even 
portable verbal translators for travelers. 


In addition to the machine translation 
system, Hitachi's research specialists are also 
developing advanced transmission systems 
that send your phone calls or business data 
across great distances using hair-thin optical 
fibers and laser beams. They are also working 
or other new methods of communications, 
such as advanced telephone exchange 
systems, satellite communication systems, 
TV conferences, and so forth. At the root 
of much of this is our highly advanced 
computer technology. 


We link technology to human needs. We 
believe that Hitachi's advanced technologies 
will result in systems and products that-are 
functionally sophisticated but easy to use. Our 
goal in communications — and transportation, 
energy and consumer electronics as well— 
is to build products and systems that will 
improve the quality of life the world around. 


®© HITACHI 
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Who knows what 
the future holds 





British Aerospace's new Experimental Aircraft — EAP — is as 
revolutionary in the 1980s as the Spitfire was in the 1930s. 

Its design technology is at the frontiers of knowledge to achieve 
levels of aerodynamic agility and pilot control not previously 
considered possible. 

EAP will prove much of the technology for Europe’s New Fighter 
Aircraft Programme — Eurofighter — which is soon to be built by 
British Aerospace and its partners for service in the mid 1990s. 

Some 800 Eurofighters are needed for the defence of Europe 
demanding a work commitment from British Aerospace well into the 
twenty-first century. 

Such a project will require experience, skill, and vision — the very 
qualities that helped British Aerospace create the world's most 
advanced range of military and civil aircraft, spacecraft and guided 
weapons systems. 

Spitfire and EAP might be generations apart but the pedigree is 
the same as is the foresight to provide for whatever tomorrow 
may hold. 


BRITISH AEROSPACE 
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Only Northwest Orient gives you these nonstops. Daily. 
Join the people who know. 





Its good to know that when you're 
headed for New York, Chicago, Seattle, 
San Francisco, Los Angeles or Honolulu 
one airline gives them to you straight. 
Northwest Orier t. 

In fact, only Northwest Orient gives vou 
all 6 cities nonstop from Tokyo, as weil as 
more nonstops to Chicago, Los Angeles 
and Seattle from Seoul than ever before 
Plus convenient same-airline service to 


For reservations, call your travel agent or Northwest Orient 
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cities all across America. 

Fly First or Executive Class and along the 
way you'll enjoy an uncommon standard 
of luxurv and elegance with our exclusive 
Regal Imperial Service. As well as that 
extra comfort that comes from knowing 
you're flying America's most experienced 
airline across the Pacific. 


Join the people who know. Call Northwest 


Orient or your travel agent for more infor 


™, — People who know...go 
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NEW YORK 
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mation today. The more vou know, the 


more you'll go Northwest Orient. 


HONG KONG NEW YORK 
TAIPEI CFICAGO 
MANILA — TOKYO SEATTLE/TACOMA 
KUALA LUMPUR lil SEOUL B. >- 
é SAN FRANCISCO 
SHANGHAI OSAKA 
GUAM LOS ANGELES 
OKINAWA HONOLULU 


Auckland 794-977 
Bangkok 251-8470 


Beijing 554175 


Guangzhou 61803 
Hiroshima (082)247-5741 
Hong Kong 5-217477 
Islamabad 812174 


Calcurta 431373 
Cebu 92122 
Colombo 597138 


Kuala Lumpur 2429633 Manila 521-1911 
Kaoshiung (07)272-5505 Lahore 872340 
Karachi 551215 Madras 044-87703 
Kathmandu 212552 Makati 85-66-16 


Jaxarta 326439 Osaka (06)228-0747 Seou! 753-610« 
Penang 619487 
Rangoon 81638 


Saipan 7778 


Sydney 264-9715 
Taichung (04)220-6643 
Taipei (02)596-5951 
Tekyo (03)432-6000 


Nagoya (052)562-0867 
New Delhi 351605 
Okinawa (0988)58-2477 


Shanghai 377387 
Singapore 336-7656 


Bombay 211440 Guam 477-7811 Sokung 778-0181 












© A MONTH or so in the Western 
-world is enough to convince any reason- 
. Asian visitor that the West, far 
m being in declir 









t decline as that dimwit 
engler maintained; 








es, excellent bookshops, res- 
intelligent. newspapers, lively 
ition, surroundings of physical | 
tand noble open spaces. 





co 
“Inthe fine weather of early summer I 
-found particular solace in the parks, 
strolling across great stretches of 
greensward, resting the eyes on the 
 vernous. foliage of huge, ancient 
:es. 5 
~The only trouble about the agreeable 
people I talked with was their insistence 
on grumbling. They simply refused to 
admit how well-off they are. Every- 
thing, for them is for the worst in the 
worst of all possible worlds. An Ameri- 
can, a clean-cut, optimistic type, shook 
-a gloomy head when I told him I was 
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from an Asian city, and began elegising : 


on Vietnam. Vietnam: but this was the 
greatest US victory since World War II, 
[ assured him. The northern com- 
munists won the south, true, but they 
lost far, far more than they ever gain- 
ed. 

The refugee boats keep leaving an 
impoverished and struggling country; 
communism has lost its last shreds of 
credibility throughout the Far East, and 
nobody suggests any longer that it has 
any of the answers when it comes to run- 
ning a country. Against that, driving 
^ viet tanks into Saigon was a mere 

tty firework display. But he remained 
unconvinced. 
€ AS for the Europeans, when I 

. praised the wonderful trees and flowers 
am the parks and gardens, the answer 
was: yes, very unnatural; it must have 
something to do with the fallout from 
- Chernobyl. And the radiation clouds 
from Chernobyl had scarcely begun 
| moving. Very hard to reason with peo- 
-ple like this, so intent on misery amid 
comfort. | | 
“They should have come with me on a 


trip to China — not to stay in a tourist - 


| hotel but to live like ordinary Chinese. 
| That might have changed their outlook. 
‘When I was in China this year I talked to 
a girl from a central province who came 


with her sister to find work in the big - 


city. They walked all day from their vil- 
lage to a country bus-station; then after 
waiting there all night they caught a bus 
another 60 miles to the railway, by 
| which they travelled hard-seat another 
| day to the capital. There they made 







back next day." 








their way to a certain area where 
country-girls get hired for domestic ser- 
vice. “The chances are good there,” she 
said, “it is. where better-off people 
live." 

“But if you don't get hired, then 
what do you do?" 

“You sleep in a bus-station and come 


Her sister got a job quickly but she 
had to wait a couple of days. Then she 
was employed looking after the small 
children of some actors. Their flat was 
so small that she had to sleep on the 
stairway outside, even through the 
northern winter nights. But she did not 
consider this hardship. She was learning 
cooking and sewing and would later find 
some decent fellow to marry. All would 


be well. 


€ IT was educative, too, to talk to sur- 
vivors about the Cultural Revolution. 
Reading about it is one thing, but it's 
quite another to hear at firsthand of a 
man forced to kneel in the snow before a 
bonfire of all his possessions; of a hus- 
band reviled and deserted by wife and 
children for the sake of their own survi- 
val (they are now reunited but haunted 
by bitter memories). | 

There is no easy way out for the jour- 
nalist reporting China. China's story is 
that of a billion daily lives, and any ap- 
proach which fails to take account of 
this is bound to be false and distorted. 
China refuses to be generalised about. 
It is a picture of a labyrinth of human re- 
lationships; factions warring behind the 
scenes; an intertwined network of 
mutual obligations; old men hanging on 
to perquisites; long-term revenge-seek- 
ers waiting in the wings. These are the 
mainsprings of action but they are never 
talked about openly. , 

At least it is now easy to getin. When 
I first came to Hongkong as the BBC's 
Far East correspondent back in 1960, it | 
was practically impossible for an Asian- 
based journalist to secure an entry-visa, 
unless he were a fellow-traveller. When 
Zhou Enlai and Chen Yi visited Nepal 
in 1960, the foreign correspondents and 
agency men thronged round them and 
their entourage pressing applications 
and introductory letters upon them. 
Quiet promises were even made by 
some to allow any copy to be vetted in 
Peking before filing. Han Suyin was in 
great demand in those days; at least 
she visited China regularly and was 
gracious in briefing some journalists 
when she came out (though not Ameri- 
cans). | I 

Many of us, toiling through the radio- 
monitoring and Xinhua newsagency | 
outpourings in Hongkong, genuinely - 
believed that China was forging ahead 
under the party and the people's com- 
munes and that Mao was their saviour. 
























We worked in. darkness, trying to pre- | tive 
"| about China. 





sent a fair picture. - 


known what the 


tone of former reporting is n 
noticeable. Nobody has to glid 


.abounded. But when finally the. deal 


while, the. Western businessman has. 
















































































€ | REMEMBER telling Tilman Dt 
din, who had covered China for decade 
for The New York Times, how I envii 
him for at least having seen the countr! 
from the inside (before 1949). He sak 
he had been able to travel round China 
true, and he had also learned Chinese 
but he still would not claim - 
no blazes was gt 
all China. 3. 

How things have change 


they? Certainly the careful 


awkward incidents for the sake 
visa. n a 

There is a rhythmic drumbeat to t 
running story of the disillusionmen 
foreign businessmen over the treatme 
so many of them have received; the i 
quests to change paragraphs of 
agreement after it has been signed; 
rip-offs in office rents and salaries fo 
local staffs, and a general feeling 
being let down. "In the '60s," said 
Hongkong businessman, “you went t 
the Canton Fair, where the bargaining 
was: tough and political sermons 


was clinched, that was it — completely 
teliable. Nowadays you reach agree 
ment, you all shake hands, and if you'r 
very naive you think your trouble 
are over. Often they are only begin 
ning." | UAE 
Of course, things will improve. The 
Chinese will go on muddling along and 
upsetting the foreigners until finally 
they get used to international business 
standards. After all, there was a time 
even in Hongkong, old hands recal 
when Western buyers would tear the 
hair outover local manufacturers’ id 
on keeping to specifications and deli 
ery dates. Hongkong learned fast, ar 
mainland China will learn, too. Meat 















































watch his blood-pressure, and a! 
situation is getting the full treatmet 
themedia. >- | qun. 
e THERE are fashions in journali 
attitudes and techniques. In the 49 
China had a very favourable foi 
press because correspondents coul 
find.out much and were wary of 
ing isolated incidents into 


stories. | mE c 
The Cultural Revolution, as a 
was the most under-reported eve 
modern history. It was the time of w 
ing, the lo-the-wonder-of-it appr 








when an enthusiastic reporter could 
turn through Hongkong wearing al 
cap and badge and write straight. 
munist propaganda for a British li 
daily. 

Now the pendulum has swung. But 
is tio easier to achieve a true perspe 
tive. You can never find out eno 
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Swelling undercurrent 


Suharto faces domestic criticism as election nears 


By Shim Jae Hoon in Jakarta 


hree days before President Suharto 

delivered his annual Independence 
Day speech on 15 August at a packed 
session of the House of Representa- 
tives, a much smaller group of 30 people 
gathered at the home of Ali Sadikin, a 
former Jakarta governor who has be- 
come a prominent critic of the govern- 
ment. 

Although not a word of what Sadikin 
said in a later statement appeared in 
local newspapers, he raised some dis- 
turbing prospects for what he called the 
stability-obsessed regime of Suharto, 
who is approaching the end of his fourth 
consecutive term in office. With a gen- 
eral election planned within the next 
eight months and the controlled press 
here cautiously urging some significant 
political reforms, Suharto :s facing new 
waves of criticism directed not only at 
official corruption but also political re- 
strictions under his 20-year rule. 

Nine years after he stepped down 
from his 11-year Jakarta governorship, 
the retired marine lieutenant-general 
remains popular among some of the 
city's 7 million people. The 59-year-old 
Sadikin constitutes a leading figure in 
the opposition “Petition of 50" group 
led by retired general Abdul Haris 
Nasution, a former army chief of staff 
and a longstanding critic of Suharto. In 
today’s Indonesia where oppositien 
parties have disappeared as an effective 
institution, this group functions as the 
strongest voice of dissent seeking 
change from within. Sadikin’s statement, 
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a dissident source said, “aims to bridge 
the gap between ‘the opposition inside 
[government] and ‘outside opposition’.” 

Sadikin’s 12 August statement was 
novel not so much for what it said as for 
its timing. Other government critics 
who read the document dismissed the 
charges of government corruption — 
phrased as “leaks” and “wastages” in 


economic management — as being 
, hardly new. In fact, not a few quickly 
| pointed out that Sadikin himself had not 


been above corruption charges when he 
was in office. Referring to Sadikin's 
background. a prominent intellectual — 
who wished to remain anonymous — 
said: “It is a tragedy of Indonesia that 
our opposition léader must come from 
the system we attack." 

Two themes stood out in Sadikin's 
six-point reform proposal. Arguing that 
a bureaucratisation of political pro- 
cesses in this vast archipelagic nation of 
165 million people has removed the in- 
stitutional mechanism for checking and 
balancing the government, he called for 
a sweeping reform of the present politi- 
cal structure in favour of broader grass- 
roots participation. While civil ser- 
vants, including soldiers, should stay 
out of everyday politics to allow a 
strengthened role for political parties, 
the three branches of government must 
remain independent of one another. 
The constitution, drafted in 1945, ought 
to be updated and perhaps revised to 
clearly define the powers and respon- 


| sibilities of the president, who should 





| visit to Jakarta. Acco 
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not serve longer than two five-year), 


terms, Sadikin said. 


role the Indonesian military (Abri) 
plays by renewing his demand that the 
concept of dwi-fungsi (dual function) — 
providing for Abnt’s socio-political as 
well as defence role — be limited to 
emergency situations. In underlining 
this point, he echoed.a call of Nasution, 
a respected veteran of Indonesia’s inde- 
pendence struggle -aga:snst the Dutch, 
who ironically authored the controver- 
sial dwi-fungsi doctrine in the chaos of 
the late president Sukarno's rule. 
Sadikin's criticisms coincided with 
the tail end of a month-long debate here 
by the Protestant-oriented Sinar Hara- 
pan newspaper on what it considers to 
be the need to limit the number of terms 
of office for the president. Rendering 
the whole debate even more significant 
was a tendency of some critics to regard 
the debate on *succession" — the focus 
of which was really on the constitutio; 
itself rather than who ought to becom.. 
the next leader — as an opportunity for 
a disguised expression of concern over 
the first family's alleged business links. 


loaked in the cautious language of 
legalism, the editorial asked if after 
41 years of independence, half^of it: 
under Suhartos New Order govern- 


ment, the time had arrived for Indonesr 


sia to accurately define the office of the: 
presidency. *We think we have enough 
experience to make rules which on the 
one hand regulate the concentration of 
power and responsibility and, on the 
other, ensure that the power is limited 
and that no 'dictator can emerge," it 
said. The editorial asked that the matter 
be brought up in the general election 
campaign in 1987. 

Sinar persistently pursued the issue; 
engaging politicians and religious fig- 





A small step forward 


Peking shows some flexibility on Khmer Rouge role 


By Shim Jae Hoon in Jakarta 


hima appears now to be flexible 
WW enough on the Cambodian issue to 
have recognised that the Khmer Rouge 
should not play any dominant role in a 
future four-party coalition regime fol- 
lowing the phased withdrawal of Viet- 
namese troops. - | 
... This is the interpretation of Indone- 
sian Foreign Minister Mochtar 
Kusumaatmadja after discussions with 
Prince Noredom Sihanouk, the presi- 
dent of Coalition Government of 





at 


; 


Sihanouk’s elaboration of the eight- 
point proposal first unveiled in Peking 
in March contained some new develop- 
ments. | id 2 

This new elaboration of the propo- 
sals would lead to Mochtar meeting 
Chinese officials in New York in Oc- 
tober at the UN general assembly ses- 
sion. It would be an “informal” con- 
tact, with Mochtar 
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Sadikin also touched on the political : 
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ures from a variety of parties and groups 
to express opinions. Although most of 
them declined to offer any clear cut sup- 
port for Sinar's views;at least one mid- 
dle-ranking member of parliament from 
the ruling Golkar group, Suhardiman, 
unexpectedly concurred. (Shortly 
thereafter, the maverick politician re- 
canted his views. Some Golkar sources 
hinted Suhardiman might have sup- 
ported the debate on discovering he 
might be dropped as candidate in the 
next election.) 

Issues that Sinar brought up for 
clarification included the relations be- 
tween the presidency and other con- 
stitutional bodies such as parliament 
and the People's Consultative Assembly 
— which incorporates the parliament 
and chooses the president and vice-pre- 
sident in an indirect election — their re- 
lations with the cabinet, and develop- 
ment of an institutional mechanism for 
ensuring a safe succession of power in 

ne of emergency. “The country as a 
» ole had better join in thinking whe- 
ther it is necessary to [regulate] the pres- 
idency,” it concluded. 

The establishment newspaper Suara 
Karya, reflecting Golkar's views, in- 
stantly rejected the whole debate on the 
presidency as “irrelevant” on the 
grounds that Indonesia faced more im- 
mediate problems, such as the econo- 
mic difficulties caused by oil-price de- 
clines: Surprisingly, what might be re- 
garded as a mark of grassroots support 
for Sinar's concerns, appeared in Sinar 
Pagi — generally considered to be a sen- 
sationalist newspaper, not known for 
addressing weighty national issues. 
Blaming Sukarno — who had assumed 
the title of president for life — for pass- 
ing down what it termed “[political] un- 
certainty," the newspaper unequivoca- 
bly endorsed reforms. 

The bluntness with which Sinar Pagi 


. go hand in hand with the establishment. 


. of a National Union Army including 
— forces of the Vietnam-backed Heng 
Samrin government. 
— For all that, Indonesia has not 
. budged from its fundamental distrust of 
China's long-term intention in In- 
dochina, or its hope of maintaining a 
broad channel of bilateral dialogue 
with Hanoi. During a 90-minute ses- 
sion with Sihanouk, President Suharto 
repeated his theme that the solution of 
the Cambodia problem should await 
. the emergence of young moderates in 
. Hanoi following the 6th Congress of 
Vietnamese Communist Party in 
. November. Nor was he in the mood to 
replace “humanitarian” aid that In- 
. donesia now provides the coalition with 
. military supplies. As an indirect way of 
. saying no to any military aid, Suharto 
reminded his guest that Indonesian 
 guerillas had used captured Dutch 
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weapons to drive out the colonialists. - 


criticised the 1945 constitution — that 
Indonesia's founding fathers allegedly 
left behind in an incomplete form (Arti- 
cle 7 says only that the president and 
vice-president are elected for a five-year 
term in office and can be re-elected) — 
has impressed many observers here. 
Sinar Pagi in effect rejected the govern- 
ment's contention that since the Peo- 
ple’s Consultative Assembly could 
theoretically vote out any president it 
did not like, there was nothing wrong 
with the constitution itself. 


he newspaper asked why the tenure 

of provincial governors and county 
chiefs was clearly limited to two terms 
under the law. “Whether it is two or 
three terms and whether it is put down 
in a law or TAP [a decision of the Peo- 
ple's Consultative Assembly], or in- 
cluded in our constitution, that does not 
matter," Sinar Pagi said. “[The point] is 
that if a leader is in office for too long. 
he will become a person with vested in- 
terests, [which] is what generally hap- 
pens in developing countries." 

Apparently Suharto was galled by a 
renewed questioning of his role in a his- 
toric attack against Dutch-occupied 
Yogyakarta on 1 March 1949 — the bat- 
tle that tipped the balance in diplomatic 
efforts at the UN in gaining Indonesia’s 
independence. The question over how 
much credit he and Yogyakarta’s Sultan 
Hamengkubuwono IX should each take 
for retaking the city — for six hours — is 
a vital one, possibly affecting Suharto's 
nationalist credentials and political 
legitimacy. At one of his regular audi- 
ences with Yogyakarta citizens on 18 
August, Hamengkubuwono tantalised 
the curious by begging off the question. 
The audience took place after Suharto 
had expressed concern over the ques- 
tioning attitude. 

Suharto reacted swiftly to the criti- 


So while nothing substantial re- 
sulted from the trip, Sihanouk man- 
aged to maintain his credentials as the 
most acceptable figure speaking for the 
coalition government. As for In- 
donesia, by rolling out the red carpet 
but maintaining a discreet neutrality as 
an official interlocuter for Asean, 
Jakarta has sent a signal to Hanoi say- 
ing, after all, Sihanouk might be the 
only alternative figure to talk about the 
resolution of the Cambodia issue. 

“Politics is not like baking bread,” 
Mochtar joked to reporters on 22 Au- 

ust. A solution to the problem of 

ambodia’s magnitude requires. a 
long process and gains come slowly, he 
said. Since China no longer seems to be 
clinging to a dominant role for the 
Khmer Rouge, that was considered 
“significant, another step” towards a 
solution. — : 





cisms by virtually putting a lid on further 
discussions. Speaking to a group of 23 
high-ranking generals including armed 
forces commander Gen. Benny Mur- 
dani and new army chief of staff Lieut- 
Gen. Try Sutrisno on 7 July, he implied 
that dark forces were on the loose to de- 
stabilise his country. Foreign press criti- 
cisms of the Suharto family’s alleged 
corruption amounted to a smear cam- 
paign, he said. “Certain people, having 
seen such tremendous activities [of 
charity] of the president and Mrs 
Suharto [with financial donations from 
business figures], compare them with 
leaders of other countries who they say 
have fallen because of money,” Mur- 
dani said. 

While he and the president consi- 
dered foreign-press criticisms to consti- 
tute an external threat, the internal 
“subversion” took the form of a demand 
to limit the presidential term of office. 
Since the Indonesian people exercise 
their power through the People’s Con- 
sultative Assembly, which in turn super- 
vises the president, seeking to restrict 
the president was tantamount to re- 
stricting the people’s right to control 
their president, Murdani argued. 

Some fear that Suharto may give 
Abri commanders a carte blanche to 
deal effectively with any sign of instabil- 
ity arising from demands for political re- 
form — whether they come from the 
press or the Petition of 50. At his July 
meeting, he pointedly reminded mili- 
tary leaders that they were successors to 
the generation of 1945 who fought for 
independence against the Dutch. “Abri 
need not hesitate to confront various 
disturbances and threats which may 
arise,” Suharto said. Asked what that 
meant, Murdani replied: “This Abri, if 
it is informed, will know what to do. We 
only get an explanation and the im- 
plementation is entrusted to Abri.” D 
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dia's most feudal and oppressed regions. 


u Lg 
H | f d When Jana Natya Mandali per- 
evolutionary songs tin ei Nen Dali aka ean 
w mu nué ) ` ) t f ae sr 
voice in the streets Rot ea a a E SEP Was re: 
ceived with great acclaim by many mid- 
dle-class urban activists, as well as stu- 


By Juliet Reynolds in New Delhi dents and teachers of the state-run Na- 
E days, theatre in the streets of In the late 1960s, a new wave of | tional School of Drama. 
India is an artistic expression of | street theatre groups emerged in differ- While Gaddars dramas are dis- 


leftwing politics. Yet it is hardly a uni- | ent parts of the country, sparked by the | tinctly propagandistic in nature, prop- 
fied expression, as though demonstrat- | Naxalite movement, the peasant upris- | agating a Marxist- Leninist line, he is not 
ing in dramatic form the divisiveness of ing which tegan in the West Bengal vil- merely waving the red flag and forcing a 
the Indian Left. So fragmented is this | lage of Naxalbari but spread to many | political message down the throats of his 
cultural activity that nobody can even | other regions. The southern state of audiences. Equal emphasis is placed on 
agree on the number of grcups that exist Andhra Pradesh. which had experi- | artistic excellence and high professional 
throughout the country, and estimates enced a similar Telengana movement | standards, qualities sorely lacking in the 
range from 200 to more than 2,000. from 1948-52. took a lead on the revolu- | majority of urban middle-class groups. 
The theatre groups, whatever their tionary cultural front. Many writers and | Gaddar uses local folk forms and his 
number. have no common theatrical performers pledged their lives to this | compelling stage presence to invoke 
form. In terms of content, they are as | movement, including the street singer | laughter, seriousness or exultation at the 
ideologically divided as the Left itself. If | and poet. Subbargao Panigrahi, who | appropriate moment, singling him ou 
they are united at all it is only in opposi- | was killed in an “encounter” with the | asa master of drama, song and dance. 
tion to what they describe as the | police in 1969. Along with Jana Natya Mandali the 
"bourgeois culture." And they al! per- Emerging at this time in Andhra | other famous group in the country is 
form plays, songs and dances in the 
streets of villages, towns and cities. 
They can be found on college campuses, 
in parks or in makeshift theatres. 
However, in the days o? the struggle 
against the British, street theatre did 
portray a united and potent political 
movement. It was a sign of the insist- 
ence among many Indians to blend art 
and politics. Then, with the support and 
encouragement of the then undivided 
Communist Party, groups of cultural 
workers all over the country took to the 
streets in both rural and urban areas, 
performing plays, songs and dances that | 
were rooted in the indigenous culture 
but with a political content. The Indian 
People's Theatre Association (IPTA) 
was born in 1943, with the express inten- 
tion of defending Indian culture against 
imperialism and fascism. | 
After the British left in 1947, many 
leftists continued their activism, con- 
vinced that independence was not a real Street periormers; Gaddar: artistic propaganda. 
one and angered by the havoc and suf- — —— a ^ a 
fering wrought by Partition. But the Pradesh was Jana Natya Mandali (Peo- | Krantikar Sahitya Sabha (Revolution: 
- Left lost its cohesion and the expanding | ple's Theatre Group), still one of the | ary Literary Forum). from the sacrec 
political tensions could also be foundon | most outstanding cultural troupes in the | Sikh city of Amritsar in Punjab. It: 
the cultural front. IPTA’s popularity |.country. Its magnetic leader, Gaddar | leader, Gurusharan Singh, a. Sikl 
and success soon began to be marred by | (literally meaning revolutionary), once | playwright and veteran activist fron 
ersonal conflicts among group mem- | a bank official and now a full-time | IPTA days, is a much-loved figuri 
ers which led to differences of opinion | singer, dancer and dramatist ofgreatta- | throughout, his state. Like Gaddar 
regarding political ideology. lent anc energy, is a legend among the |. Singh generally presents his plays, inter 
Indeed. the crisis between the two | rural poor of his state. His impact rupting the action and addressing botl 
lines of the communist party came to a | among the landless peasants has beenso | the audience and the actors — a methor 
head in 1962 with the outbreak of the | great that the traditional religious songs that has its roots in Indian epic theatri 
Sino-Indian war, and the party was for- | peasants used to sing while working | and was also adopted by the Germai 
mally split into the Communist Party | have now been replaced by his own rev- | playwright Bertold Brecht. 
of India and the Communist Party of | olutionary songs. Singh's works include Inquilab Zin 
-India-Marxist. IPTA's activities vir- dabad (Long Live Revolution), a pla 
tually ceased, and many of its lead- Ge who has been arrested and | about three nationalist heroes hanger 
ing lights left to join the commercial jailed on numerous occasions, has by the British, and Baba Bolta Hai (Th 
Bombay cinema. IPTA still exists, but it | also travelled extensively with his group | Wiseman Speaks), a burlesque expos: 
has never re-established its former in- | to many other areas of the country. He | of the self-serving role of both the Con 
fluence despite periodic efforts to re- | is said to be particularly popular in | gress and Akali Dal parties in Punjab’ 
vitalise itself. the northern state of Bihar, one of In- | traumatic upheavals. 
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Another play, Hit List, was boldl 
performed right outside Amritsar’s 
Golden Temple in the days before *Op- 
eration Bluestar" (the military opera- 
tion ordered by former prime minister 
Indira Gandhi in June 1984 to rout the 
Sikh extremists from the temple). 
Singh, because of his strident opposi- 
tion to the extremists’ religious fanati- 
cism, had been placed on extremist 
leader Sant Jarnail Singh Bhindran- 
wale’s hit list. Evidently aware of 
Singh’s popular support, though, Bhin- 
dranwale allowed the play to be per- 
formed. 

Beyond those. two stellar troupes, a 
spate of street theatre groups emerged 
in the late 1970s with the lifting of 
Emergency. These groups generally 
write and produce plays collectively, 
and common themes include com- 
munalism, the caste system, the exploit- 
ation of workers, police brutality, price 
rises and women's issues such as rape 
and bride-burning. 


Bombay-based group said to be ex- 

tremely popular among slum-dwell- 
ers is Aavhan Natya Manch (Theatre 
Platform). One of its most successful 
plays is a call for action against the au- 
thorities’ decision to demolish one of the 
slum areas, thereby rendering hundreds 
Of thousands homeless. Its artistic 
standards are high and, like Jana Natya 
Mandali, its style is free from jargon and 
empty sloganeering. 

There are other. Marxist-Leninist 
groups active in different areas of the 
country. The impact of these groups has 
been marginal. For one thing, in cities 
street plays must compete with cinemas, 
TV and video recorders for an audi- 
ence. The quality of many of the street 
plays offers little competition. The aver- 
age performance is devoid of the magi- 
cal quality that is essential to good 
theatre, with the actors indulging in all 
kinds ‘of gimmicks to capture and hold 

e attention of their audiences. 

Another reason for their marginal 
impact is opportunism and lack of sin- 
cerity on the part of many activists, who 
use street theatre to promote their own 
causes, either to enter the world of 
cinema or TV or else to prove them- 
selves as socially committed individuals. 

There are many exceptions. In the 
southern state of Kerala, for example, 
two groups perform plays against super- 
stition, religious charlatanism and en- 
vironmental destruction. Their artistic 
standards are high, and they are said to 
be achieving considerable success. In 
drought-striken Karnataka, another 
group is said to be creating an impact in 
exposing the man-made causes for the 
appalling water scarcity. 

Street-theatre in India still has a long 
way to go before it emerges as a major 
cultural force. Yet the popularity and 
stature of Gaddar and Gurusharan Singh 
proves that drama in the streets can make 
art and politics a powerful mix. Oo 
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FILM-MAKING 


rhe 


Bengali pictures retreat from 


Calcutta's cinema halls 


By Ashok Mitra in Calcutta 


n the afternoon, evening or late at night, the spectacle outside Calcutta's 3 
cinema halls never varies: winding queues of young people waiting patiently — 


for tickets. Scalpers are plentiful, tickets are scarce and life is not worth living i 


if the latest Hindi film has not been seen. The Bengalis are su 





chauvinistic to the core, but it is hard to find a Bengali picture being s own. : s 


Production of Bengali films has dwindled: a decade ago 30-35 films were re- | 


leased annually; now there are hardly 15, and many of them are made with _ 
state subsidies. There is little point in producing films in Bengali if they are not _ 


A 
gt 


released. And increasingly, distributors will not touch them. Hindi films pro- | a 


duced in Bombay and Madras sell — even in West Bengal. 


It is a matter of economics. The Bangladesh market is out of bounds to In- se 


dian films; the market for Bengali films produced in West Bengal is therefore — 


confined to an insignificant clientele in eastern India. The returns, not Sed din E 
* ow- s 


ingly, are low. A chain effect sets in. Most Bengali films are, by necessity 


budget productions mostly in black and white. Fifty years ago, Calcutta was — | 
the centre of the Indian film industry. But with little fresh capital, studio — | 


equipment is antiquated and Bengali films a 


ear as poor country cousins to 
the technical superiority of the Bombay and 


adras productions. 


` e" 


Most Hindi films continue to be wild, gaudy extravaganzas with lurid tunes, | 2 
impossible plots, fantastic costumes and a pot-pourri of fantasies. But young 


people, even in West Bengal, fall for them. Young people, they themselves 


will confide, are sick of the social realist preten- 


hours, they want to escape, to surrender them- 


selves to vacuity. | 


galis of 


dramas. In short, a superior civilisation. 


E. 





bornly refuse to change. The 
at least those who can afford to, have taken to dress- 


Ray: Hindi-ised TV series. 


ing like the heroes and heroines of Hindi films. Bengali girls, who, until the 
early 1970s, had clung to their saris, are fast crossing over to northern Indian — 
churidar-kurtas (long tunic over pants). In music, preference has shifted from _ 
songs by Tagore to disco tunes. And, given half a chance, Bengali girls would — 
marry Punjabi and Marwari boys. The conventional Marxist beliefs of the aver- — 


age Bengali middle-class household, nurtured over the past half a century, are 
taking a beating as the values of Hindi films gain the attention of young people. 


But it is not just Hindi films, it is also TV that is casting a north Indian spell — 


in West Bengal. The people of East Pakistan fought the overbearingness of 


Urdu, and won a kingdom of their own — Bangladesh. In the southern states — 
of India, resistance to Hindi continues to be fierce. But in West Bengal, there — | 
is little protest against the near-monopolisation of TV by Hindi programmes.  - 


Rather, the mood is one of quiet submission. Indeed, the attitude seems to be 


if you cannot beat them, join them: Satyajit Ray, no less, is trying out a TV © 


series in which Bengali stories are Hindi-ised, and Bengali names and Bengali 


ambience are rendered into north Indian versions. p 
Whether Bengali as 2 language, and the culture which goes with it, survives _ 


Bengali chauvinism is on the retreat. The Ben- | 
est Bengal, reduced to penury, cannot es- 
cape from the pervasiveness of the Bombay film 
culture. Hostility towards Hindi was never a part of - 
the Bengali view. What was at workin the past was _ 
a certain snootiness: the Bengalis, or so it was be- — 
lieved, have a much richer language, the best — 
poetry, the best fiction, the best of songs and — 


| But lack of resources is a great leveller. Some — 
3 -| old-timers, crestfallen at the development, stub- - 
young ones, though, Ex 


depends largely on the political sphere. If, frightened by events in Punjab, . 


there is a rush to the view that national security requires unity, Hindi will be — 
unstoppable — even in West Bengal. Eventually, then, Bengali will be re- 
duced to a dialect. If, on the other hand, there is a consensus that India'ssurvi- | 
val as a nation hinges upon greater autonomy for different ethnic and linguistic — 


groups, Bengali will endure. 


sions of Bengali films. They do not want to be told — 
of their wretched conditions. For a brief couple of 
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: agdish Bhatia i in Calcutta. 3 
l over India, families wait at home 



















irite weekly visitor, Khopdi. an en- 
ng drunk and one of the-central 
acters of Nukkad (Siréetcerner). 





~ over the past few. years, 
olutionised India's entertainment in- 


zts of its rapidly expanding: middle 





to go calling, for one's hosts are 
y to be engrossed in Buniyaad 
dation), the 104-episode saga ot a 
abi family in Lahore made by 
wesh Sippy, director of such wg- 
een blockbusters as Sholay. and 







































“Andia today is tuning in to a new, 
ectronic age of mythology through 
aps" and "serials that, though com- 
sing only 11% of total air time, are an 





lar With Books. US$22 50. 


j acism, like fascism, is a term used so 
Loften and so loosely that it has virtu- 
lost its meaning. It should'strictiy 


. Under this definition the apart- 
system in South Africa is racist, 
icks are denied certain freedoms oniy 
ause they are black. But how does 
define race? Jews were killec by 
for the sole reason that they were 
but were they members of a ‘din 





+, but biologically it made no sense 
}. Race is often confused with cur 
,even nation. 

cism is certainly.a shaky. founda- 
oY. histor ieat 














he enemy as s well as theii yist 
kground and how they affected 
aviour of the Western allies on 
de and the Japanese on the other. 
he course of the war in Asia, racism, 
imanisation, Morir cm change. 


an negative discrimination based on 


; race?. According to Hitler they 


ae Dower has. 


every Monday evening for their fa- | ` 


opdrs escapades are currently the | 
-rated among the spate of TV serials 

have > 
stry and radically changed the social . 


ss.. Saturday evening, too. is a bad 4 





ity of AS 


dores, empire builders, carriers of The 


appe ising aditi ion to TV's Genie 
noto 1 viewers, but for 
ers, actors and "advertisers as 
The pedigree of the Indian soap is 
t but impressive, from the 157-part 
og. dealing with the travails and 
phs of a lower middle-class family, 
to Khandan, which is an Indian version 
of DaPas set in Bombay.. 
Priya Tendulkar, daughter of play- 
















wright. Vijay Tendulkar, became an 
overnight folk sensation as the star of 





¢ he crusading housewife who 
champions the common consumer's 


‘cause. When Rajani exposed exploita- 


tive taxi drivers who literally take their 
passengers for a ride, Bombay cabbies 
took to the streetsin protest. — 

The lure of instant celebrity has 
caused a number of actors to switch 
careers from the big screen to the small, 
creating in the process a new galaxy of 
stars such as Samir Khakker, who plays 


Unprecedented is a word as often 
misused as.racism. But Dower has dug 
up an impressive list of examples to 


‘prove his case. There is plenty of evi- 
dence 


of racist attitudes of both Ameri- 
s (it is Americans who naturally 
t concern him) and Japanese. It is 
icative-of the. modern world that 
e and mythology were both har- 
to prove the superiority of Us 
against. the Other. .— 

The cartoen. image of Us in the US 
was. white, strong and Christian. The 
Others- were. treacherous, infantile, 
buck-toothed. savage little yellow mon- 
keys wko could not fly or shoot straight 














because of their congenital myopia 
_ (they all wore glasses). Us to the Japan- 
ese meant the pure-biooded, sincere, 
- vigorous Yamato race. The Others were 


effete, decadent, unwashed, materialis- 
tic, barbaric, arrogant white demons 


who dic not shoot straight because they - 


could not look past their high-bridged 
noses. 

The scientific proof for the superior- 
3 on both sides was, for Dower, 
| remarkably similar. Spanish conquista- 
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eae ie roving’ te a showbiz 





| bonanza. A single serial can give an 


actor more exposure than four feature 
films, and as an added attraction, there 
is the likelihood of an immediate video 
spin-off for a growing audience, both 
domestic and foreign. Indian serials 
seem to travel well, even in translation, 
and there is some talk of trying a 
Spanish version of Buniyaad in the large 
Hispanic markets of the US. 

The serial also has attracted film- 
makers such as Satyajit Ray, Shyam Be- 
negal and Tapan Sinha. The constant 
search for suitable themes has led pro- 
ducers as far afield as the works of 
Chekov and Maupassant. A particularly 
successful adaptation was Trishna, based 
on Jane Austin's Pride and Prejudice. 

Some contend serials and sit-coms 
are propagating "un-Indian values." In 
a classic rejoinder, two of the Bomba 
film industry's biggest dream merchants, 
Ramanand Sagar and B. R. Chopra, are 
producing TV serials based on the great 
Indian epics, the Ramayana and the 
Mahabharata. Both serves comprise 


White Man's Burden, killers of Ameri- 
can Indians and Filipino “goo-goos,” all 
believed in the innate superiority of the 
White Christian. This belief was scienti- 
fically supported during the 19th cen- 
tury by Social Darwinis: theories on the 
survival of the fittest race. 
Dower quotes Theodore Roosev elt 
spouting such absurdities as "the most 
vicious cowboy has more moral princi- 
ple than the average Indian." He also 
quotes Admiral William Halsey, “the 
fightingest Admiral” of the Pacific, say 
ing that “the almost tot al elimination c. 
the Japanese asa race . | . was a question 
of which race was to survive, and White 
civilisation was at stake." In these stereo- 
typical views, “gooks” were at best lit- 
tle, childlike brothers to be protected. 


j oss Japanese, rather belatedly, when 
most intelligent Westerners were 
having their doubts about it, took up So- 
cial Darwinism to prove their racial 
superiority to other Asians. Nazi ideas 
on Blut und Boden were also freely bor- 
rowed by Japanese ideologues. And 
then there was the more “traditional” 
Japanese mumbo jumbo, like the myth 
of a unique nation descended from the 
gods, pure Yamato blood and so forth. 
to strengthen the national identity in a 
confusing and confused modern world. 
Because Germany and Japan, for 
historical and perhaps geographical 
reasons, were more confused by the 
modern world than many laces, 2 am 
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million (US$800 000) each. 
— TV's rendezvous, with Rama, the 
god-king protagonist of Valmiki's epic, 
might be seen as ajtestament to the 
medium's mythic,,,.status. | Vyasa's 
Mahabharata, in which the war between 
the Pandavas and, Kauravas symbolises 
the eternal struggle,between good and 
evil, makes reference to various 
technological marvels.known to ancient 
India, including. what has been inter- 
preted as a prototype. of TV. Some 
might even be tempted to see in the 
epic's reincarnation on TV the comple- 
tion of a prophetic cycle. 
eferring to the rivalry that has al- 
legedly long existed between Sagar 
and Chopra, gossip, columnists have 
gone to town about the “clash of titans” 
which will culminate when the two epics 
are aired almost simultaneously. Others 
predict the possibility of larger battle 
nes,being drawn, citing the contro- 
.ersy sparked by Cyrus H. Barucha’s re- 
cent film, On Wings.of Fire, which deals 
with the life and teachings of the pro- 
phet Zarathustra, founder of Zoroas- 
trianism, the world's oldest faith and 


not convinced by Dower's thesis that, 

"the most meaningful level of compari- 

son is not between ‘Nazism’ and 

‘Japanism,’ but between the hierarchic 

patterns of thinking that governed the 

worldviews of. Europeans, Americans 

and Japanese. alike.” Germany and 
. Japan' were more obsessed with their 
“proper place” in the family of nations 
than most, precisely because they were 
so unsure of it. 

Although Dower is careful to point 
out that the "race war" was only one as- 
pect of the Asian conflict, after reading 
his book one is left with the impression 

lat racism was a primary cause 

f the war and that both sides 
were;more or less equally re- 
sponsible for its brutality. 
Dower argues that “the allied 
struggle against Japan exposed 
the racist underpinnings of the 
European and American colo- 
mial structure” (which is to a 
large extent true). Further, in 
Dowers view, the Japanese 
conquest of European and 
American colonies challenged 
the “entire mystique of White 
supremacism on which cen- 
turies of European and Ameri- 
can expansion had. rested.” 
Consequently, racists fought ra- 
cists and both sides were as 
much to blame. 

Was it quite so simple? ; 
Dower does not mention that, as E. 
farasthe only important Ameri- 
can colony, the Philippines; was 
concerned, independence had 
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Communal TV: the lure of soaps. 





the religion of the Parsi community. 

Keepers of the faith complain the 
film, with Parsi celebrity Zubin Mehta 
in a central role, is “a deliberate and 
malicious act intended to outrage reli- 
gious belief." An injunction was sought 
to stop its screening. 

Perhaps wary of inflaming similar 


already been negotiated. And while it is 
true that the Western powers did not tol- 
erate the military challenge to their own 
colonies, the reason for this was hardly 
racial. Power struggles between Euro- 
pean nations were as old as empire- 
building itself. This had little to do with 
racism. Japan's own version of empire- 
building, in Korea and Formosa (Tai- 
wan), was tolerated by the Western 
powers. Not only that, but the first Ja- 
panese challenge of "White supremacy,” 
namely the 1905 attack on Russia, was 
widely admired in the West. 

Were the terrible fire bombings of 
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hard 
despite archaeological evidence that. m" i 
the time of the Ramayana women E 
fashions exposed the bosom, he balked - 
at depicting a topless Sita, Rama’s wife - 
and embodiment of ideal Indian woman- * 
hood. “I would have been stoned,” heis — 
reported to have added. -— 

If meticulous research, tempered | : 
with discretion, has gone into the design- — 
ing of the 50-acre studio lot in Gujar 
where the Ramayana is being shot, 
equal concern for detail is being exer- 
cised in the making of the Mahabharata. 
Chopra put together a team of experts | 
to ensure authenticity in every pes 
from courtiers’ costumes to the gre 
chariots used in the battle scenes. “I. can - 
claim my sequences will not be less pow- | 
erful or dramatic than those in The Ten — 
Commandments. If they are, I will hang | 
my head in shame," Chopra has said. 

The producers and sponsors of the | : 
epics-in-the-making — and the industry | 
as a whole — can only hope that families | 
gathered around their TV sets share this |: 
enthusiasm and that the Indian small | 
screen's first truly great ventures do not | 
turn out to be monumental flops. Oo | 
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Japanese cities, culminating in the two 
big ones on Hiroshima and Nagasaki 
the result of American racism? This is | | 
widely believed by a growing number of | 
Japanese writers justifying Japan's war- | 
time role. Dower comes to a similar 
conclusion. After having eNe 
quoted the likes of Halsey (“kill area 
kill Japs, kill more Japs”) and Maj.- 
Gen. Curtis LeMay (“scorched anc 
boiled and baked to death”), he writes — 
the following sentence: . as the 
war neared its violent end, President | 
Truman learned of the successful te E: 
of the atomic bomb while at Potsdam - E 
and immediately decided to | 
use it against Japan. This was | 
regrettable but necessary, he | 
wrote in a makeshift diary he was | 
keeping at the time, because the © 
Japanese were 'savages, ruth- | 
less, merciless, andfanatic." — 
This is highly disingenuous. — 
To be sure, Halsey and LeMay F 
who masterminded the incine 
rating of Tokyo, were not gent- - | 
lemen with delicate manners. : 
They certainly had little time 
for the Japanese. One can also | 
debate endlessly the moral ind 
plications of terror nbn 
The fact is, however, that mas- . 
sive bombing of civilian targets. | 
first took place in Germany. | 
Hamburg was the first victim o] 
man-made  fire-storms, no 
Tokyo. The nuclear bomb, too, - 
was originally meant for Ger- | 
man targets. Few people in. | 
occupied Europe would have | 
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pulsive, racist decision by Truman, as 
Dower implies. ur er 
There is no dcubt that much wartime 

























way Dower handles his admirably re- 
searched material overstates the moral 
quivalence of both sides. It is as if one 
§ is as dangerous, as militarist and as 
ggressive a nation as the Soviet Union 
by quoting maladroit jokes by President 
eagan, speeches by Jerry Falwell and 
scenes from Rambo. Certainly all these 
things tell us something about popwiar 
ulture in America, but it would be 
mplistic te link them directly to US 
foreign policy — even though the link 
light exist somewhere in the presi- 
dent’s own mind. 

"Unfortunately, however, this is pre- 
isely what many people do, especially 
ntellectuals in Europe ard Japan. The 
act that Dower argues that anti-Japan- 
ese racism was simply transformed after 
the war into anti-communist demonol- 
ogy would suggest that he is one of those 
people. The Other simply changed 
faces. If we accept, for the sake of argu- 
ment, that this was so, what, then, does 
race have to do with it? | 

































fo make his case, Dower points out 
. M the differences between American 
attitudes to Germans and Japanese dur- 
ing the war. Japanese- Americans were 
interned, German-Americans were not. 
People commonly made a distinction 
between good Germans and Nazis. The 
anti-Japanese tone was generally more 
iwsterical than the anti-German prop- 
ganda, All this is true, but there were 
ogical reasons. Japanese-Americats, 
being relatively recent immigrants, still 














'ommunities. To intern German-Ame- 


ms with tre Schultzes. . 
Good". Germans were acknow- 


em. A good chunk of the German 
ligentsia moved to the US, and the 


y. Plenty of Japanese detested 





nese writer or artist who left h 


sricans felt more sentimental about 










oes this throw on racism? Í 
tis a pity that Dower Goes not com- 







debate, and not as the result of anim- 


hetoric in the US was racist. But the | 


ere to prove in today’s world that the. 


ed in highly visible, culturally distinct - 
sans would have been absurd, for their - 


ly links with Germany were family | 
imes — was one to intern the Tannen- 


-d simply because there were more | 
























































ire Western world was flooded with |. 
man refugees. There was hardly one | 





military regime, but they were cer- —— 
y not known to the American pud- | 
"he reasons why Japanese atrocities | 
ked more hysteria in the US than. . 
 erimes were, as Dower rightly - 
ts out, the brutal treatment of | 
s. but also the fact that many 
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"hinese than about the Jews. What |- 





all here on this side; ‘the enemy' is over 
there. ‘We’ are individuals with names 
and personal identities; ‘he’ is a mere 
-collective entity. We are visible; he is in- 
> visible. We are normal; he is grotesque.” 
The other world, that of the Ger- 
mans, wrote a British soldier quoted by 
Fussell, “wes peopled by men whose 
way of thinking was totally and abso- 
lutely distinct from ourown." — . 
"Could it not be that mass wars need 
mass propaganda, which naturally 
makes the most of the difference be- 








Chicago Tribune cartoon after Pearl Harbou 


tween Us and Other? If this involves 
‘crude colour prejudice, so be it. Thisisa 
sad reflection on humanity, but it does 
not prove that:the Pacific War was 
fought for racist motives. Just as the fact 
that Lyndon Johnson asked his troops 
to bring back some coon skin does not 
mean that the Vietnam War, however 


. misguided, was primarily a racist one. 


Racist wars co-exist, of course, but one 


‘tural concept (minzoku). It was like the 


| German distinction between Rasse and 






































eati ed earl nay jet etre A e eri Matar et tamen 













jure blood Wer o 
however, tha "Biology was stiny, 
but a common genetic heritage [which] 
could contribute immensely to forging 
the bonds of spiritual consciousness and 
cultural identity that were so crucial to 
the survival of the collectivity,” 


T Japanese problem is that there is 
little room in the modern world for a 
Volk. Although many Japanese might 
sorely wish to. they cannot live in isola- 
tion. But membership of the interna- 


| tional community, with its many con- 


committant responsibilities does not 
come easily to Japan. For one thing, see- 
ing itself as a Volk is not conducive to 
seeing the point of view of the Other. 
This is one reason why the Japanese 
— with much help from the US — have 
developed a political and economic sys- 
tem which is fundamentally at odds with 





Led M 
d^ ^ 


TS icu Eb RN : n di 
depicted as a demon. — 


velt 

the rest of the non-communist work 
Nobody, including the considerabl. 
number of Japanese who are aware of 
this, know what to do about it. Unfortu- 
nately, the US’ own racial problems, 
which I think are reflected in Dower's 
book, can be an obstacle to thinking ra- 
tionally about the tensions with Japan. 

The American problem is that so 
many races and cultures are expected to 
wear the same moral hat. Everybody 
can and should be an American. To 
suggest otherwise is quickly perceived 
as a form of racism or ethnocentricity. 
This attitude impedes rational discus- 
sion. It encourages moral posturing. 
Dower is not a poseur, but his book 


would have been stronger had he been 


less inclined to find a racial explanation 
for almost anything. Understanding ts 
the only way to break down the barrier 
between Us and Other. Racism is one 


thing holding this up, but misplac- 


ed racial guilt is surely another. 
— lan Buruma 
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Fi Kong, meet 


We can help you take 
Hawaii’s oldest bank. And ice 


: care of your Hawaiian 


the one with plenty of new ideas. - investments or proper- 

First Hawaiian Bank. " ties with ease and con- 
We've just opened a represen- venience. And our new Hong 

tative office in Hong Kong. So now Kong office is also well- 


es T 2. 
we can serve the dynamic Southeast VE e 
Asia region better than ever before. ~% 
We weren't the first Hawaiian bank 


equipped to assist you if you're 
-ready to start investing in the 
- United States. 


here. But we're the most experienced. NS rco Hong Kong and Hawaii are — 
First Hawaiian is the second oldest now indelibly linked. Because the 

bank in the entire American west. Andour most experienced and innovative bank in 

ties with the Far East and Southeast Asia Hawaii is here: First Hawaiian Bank. 

have been strong and enduring since 1858. Talk with us first. 


The second oldest bank in the American west is here. 


rm First Hawaiian Bank 


We say ves to you. 


Over 50 offices in Hawaii, Guam, Tokvo and Grand Cayman. 
Telephone: (5) 250553 in Hong Kong, (03) 201-6081 in Tokyo. Member m 
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THEY DON’T HAVE VIEWS LIKE THIS 
IN MONTE CARLO. 


This is the land of the dreamtime. 

The edge of civilisation. And the last place on earth 
you'd expect to find an international casino. (Thanks to 
$6 million worth of refurbishments.) 

Yet at Darwin's Diamond Beach Hotel Casino 
you'll find the opulence of Aspinalls, the luxury of 
Loew's, the money of Monte Carlo, and something else. 

A prehistoric land with the power to awe the 
most jaded traveller. 

Where the sightseeing is spectacular. Where golf 
and swimming and tennis are never out of season. 

Where your favourite French and 
Chinese cuisines are served in restaurants of NƏD 
uncommon elegance. 


- 


Of course, if you should tire of our views, there's 
always the ongoing extravaganza of concerts, shows 
and discos to bring you the best in international and 
Australian entertainment. 

And the gambling stakes are Australia's highest. 

Diamond Beach in Darwin and Diamond Springs 
in Alice Springs embrace all you love about the most 
civilised international resorts. 

Yet they are as far from the everyday world as you 
could wish to be. And that may be our most attractive 

view of all. 
For details please contact your travel agent or 
write to the Sales Manager, Diamond Beach 


Hotel Casino, P.O. Box 3846, Darwin. 


DIAMOND-BEACH*HOTEL CASINO* DARWIN*AUSTRALIA 








By Nick Seaward in Kuala Lumpur 


Mines s business community has 
been shaken’ by the arrest in Singa- 
pore on 19 August of Mohammed Ab- 
dullah Ang, former managing director 
of the once high-flying Malaysia Over- 
seas Investment Corp. (MOIC), and his 
deportation to Kuala Lumpur two days 
later. Ang — who is a Chinese convert 
to Islam — was arrested on a Malaysian 
warrant alleging criminal breach of trust 
involving M$338,808 (US$130,311) of 
MOIC's money last April. After a 10-min- 
ute hearing in a Petaling Jaya magis- 
trate's court, he was ordered to be re- 
manded for a week pending further in- 
vestigations by the police. 

Ang's arrest marks the culmination 
of the short but turbulent history of 
MOIC, which was launched in January 
1983 with much fanfare as Malaysia's 
first sogo shosha, or Japanese-style gen- 
eral-trading house. Its 10 founding 
shareholders, who put up’ the initial 
M$5 million capital, were all considered 
at the time to be pillars of the Malaysian 
economic establishment and the com- 
pany itself enjoyed strong support from 
the government. Yet, after three years 
of losses, MOIC’s remaining sharehold- 
ers voted on 7 July to put the company 
into liquidation after learning of unse- 
cured debt and contingent liabilities 
totalling M$142.6 million, backed by 
realisable net assets of only M$758,000. 

Throughout its controversial exist- 
ence, the company has been closely 
identified with Malaysian Prime Minis- 
ter Datuk Seri Mahathir Mohamad's 
“Look East" model for economic deve- 
lopment in Malaysia, and his attempts 
to establish “South-South” trading links 
with other developing countries. Its 
genesis lay in Mahathir's visit to Fiji in 
December 1982 to attend the Common- 
wealth Regional Heads of Government 
meeting, during which representatives 
of the principal shareholders accom- 
panied him. On subsequent state visits 
— notably to Turkey, Romania and 
Yugoslavia in May 1983 — MOIC offi- 
cials provided visible evidence of 
Mahathir’s often-stated desire to bypass 
interminable discussions on economic 
development and get on with trading. 

Apparent attempts were made by 
MOIC to blur the distinction between 
its real status as a private company and 
its supposed status — mistaken by many 
— as a trading arm of the government. 
In a press conference on 20 March last 
year, for instance, former foreign minis- 
ter Tan Sri Ghazali Shafie — speaking 
in his capacity as corporate adviser to 
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Ang: arrest shakes business community. 


MOIC — said that MOIC was not a nor- 
mal company: “It is an entity that has to 
take into account national-interest con- 


siderations.” Ghazali added that 
"MOIC's activities runs [sic] closely 
parallel to Malaysia's foreign policy." 
Backing up Ghazali’s claims on that 
occasion were Deputy Foreign Minister 
Kadir Sheikh Fadzir and Foreign Minis- 
try secretary-general Tan Sri Zainal 
Abidin Sulong. Kadir was reported as 
saying that MOIC was "actually a child 
of the government," while Ghazali re- 
vealed that Mahathir himself had or- 
dered the press conference to be held to 
refute press reports that MOIC had 
been using its clout with the government. 
The confusion over MOIC's owner- 
ship stemmed as much from the identity 
of its original shareholders as it did from 
the nature of MOIC's activities as the 
practical expression of  Malaysia's 
foreign economic policies. Three of the 
10 — Pernas Sime Darby Trading, 
Kumpulan Guthrie and Malaysia Min- 
ing Corp. (MMC) — are subsidiaries of 
a government-owned investment hold- 
ing company, Permodalan Nasional. A 
fourth (in his personal capacity) was an 


Malaysia’s sogo shosha is put into liquidation | E 
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executive director of the state- owned — . 
Dat ak | 


Bank Bumiputra Malaysia, 
Mohamed Hashim Shamsuddin, who is — 
currently facing charges in Hoo | 
relating to his bank's subsidiary, - 
Bumiputra Malaysia Finance, anditsin- | 


volvement in the Carrian scandal. OO" 
Even if they were not owned orem | 


ployed by the government, the remain- - 
ing shareholders were all very promi- - T 
nent members of Malaysia's business T 
community and some were connect 
to Malaysia's second-largest political ' ? 
party, the Malaysian Chinese As- | 
sociation: Malayan United Indus- . 
tries (MUI), Multi-Purpose Holdings, - | 
Kuok Brothers, United Motor Works 
(Malaysia) Holdings (UMW), MAA | 
Holdings (of which Ang was the chair- - ! 
man), and in his personal capacity, — 
Datuk Mohamed Salleh bin vo | 
Yusof, the former managing director of | 
Perwira Habib Bank Malaysia. 


ach of the original shareholders wa S | 
to have injected its own particular | 
expertise into the MOIC projects — the — 


first of which was an office-and-shop- | 


. ping complex in the Fijian capital of 


Suva, to be called "Malaysia House." | 
Kuok and MUI, for example, were ex- 
pected to help develop hotels, while | 
Guthrie and MMC would be involvedin | 
agricultural and mining projects. Less | 
than two years after its inception, how- — 
ever, it seems to have become clear to | 
some of the partners that MOIC wasnot | 
going to make money and they began | | 
making plans for a discreet withdrawal. | i 
MOIC, meanwhile, went on blithely | | 
setting up offices around the world — | 
including New York, Suva, Seoul and | 
Hongkong — even though it had lost | 
M$1.7 million on total trading turnover 
of M$56 million in 1984, its first full year | 
of operation. Late that year, plans were | 
announced to form three joint ventures | 
with three Italian companies. A few | 
months later, in February 1985, MOIC — | 
signed an agreement to set up a joint-in- — | 
vestment company with the Bangladesh | 
Government. By that stage, however, - 
Kuok, Pernas Sime Darby, MUI and | 
UMW had all pulled out. | 
MUI was later replaced by its sub- 
sidiary, Kemakmoran Industri, and ve | 
investment arm of the youth wing of — 
Malaysia's main political party, Talasco - ; 
Holdings, came in as well. But it was | 
clear that MOIC had lost its original - 
lustre. Despite announcements that the | 
company was still pulling off major | 
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coups — such as the sale of US$77 mil- | 
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y hac — to all intents and: pur- 


he process the controversial M$11 
on contract for railway sleepers to 
ladesh which had led to accusa- 


aysian businesses earlier in the year. 


gs next move was to shift his op- 
as to Singapore, reportedly 
ying a large number of former 
taff through a new. company 
>d Angus. There were unconfirmed 
it that stage that Ang offered to 
t the existing shareholders of 
But by April this yeàr, the 
headed by Kumpulan Guthrie 
Tan Srn Mohammed 
din. had taken a decision to wind 
he company because of debts. Pro- 
ional liquidators were appointed in 
* and an extraordinary general 
eeting called. | 
The exact extent of MOIC's debts 
and liabilities must have come as à 
shock to the shareholders (with the pos- 
sible exception of Ang, who was re- 
vealed. to be the largest shareholder 
with 13%). It is understood that many 
of them had provided banks with letters 
comfort to enable MOIC to take out 
loans which were largely unsecured. 
ong the 199 o are Malayan 
Banking, owed M$22.11 million; Chase 
attan with Mise 82- million; 
yank with M$3.93 million, and Per- 
fabib with M$2.2 million. Smaller 
s are owed to various Fijian institu- 
banks in Hongkong and a depart- 
re in New York. 
account for most of the 
9 million claimed by unsecured 
« Contingent liabilities of 











im for M$72.87 million by Sri 
supermarket over a property 
t. Total assets of MOIC 
| the books.at M$21.1 mil- 
ë deemed by the auditors to 

realisable value of only M$1.19 





gisa alleged to have fraudulently 
C's M$388.808 on 9 April last 
less than a week before the 
| meeting that decided to wind up 
npany. Other charges of criminal 
Of trust are expected to be 
against him at later court ap- 





before his religious con- 


anaging director and the 


— Ceased to function, abandoning ~ 


s of unfair competition from other 


87 million also exist, largely due - 


s. When arrested by the Singa- - 
olice, he is reported to have | 
-a passport issued under the 

Ang Swee Kang, by which - 
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mea to two years’ " imprison- 
ment in the Singapore High Court and 


fined $$500,000 (US$232,558) for his 


the republic's biggest financial 
xh which involved Pan-Electric In- | 
Lg in provisional liquida- | 
er giving s sentence on 26 August, 
zat Kew Chai, rejected an ap- 
: ending an appeal. Tan 
resigned as [p 'esident of the Malaysian 
Chinese Association (MCA), a compo- 
nent of the ruling coalition, on 27 August. 
Tan pleaded guilty to a charge that 
he abetted a director of Pan-El, Tan 
Kok. Liang, in dishonestly paying 
$$144,853 on or about 11 September 
1985 from the company's account to buy 
shares in Grand United Holdings 
(GUH). The shares involved in the 
and other contracts linked to it, 
uriravelled, leading to the collapse of. 
Pan-El two months later and the three- 














:day closure of the Singapore and Kuala 


Lumpur stockmarkets in December 


(REVIEW, 12 Dec. '85). 


. During the hearing, Deputy Public 


Prosecutor Glenn Knight said: “To get 


the accused to make as much restitution 
as possible, the prosecution undertook. 
not to press for à punitive sentence.’ 

But he made clear that no plea bargain- 
ing could or would be entertained. The 


remaining 14 charges against Tan Koon 


Swan were dropped. 

In giving his judgment, Justice Lai 
said the offence of abetment by Tan 
Koon Swan “struck atthe very heart of 
the integrity, reputation, and confi- 
dence of Singapore as a commercial city 
and a financial centre." The punishment 
must net only fit the crime butalso act as 
à deterrent to others, he added. 

According to the prosecution, the af- 
far began around November 1984, 
when Tan Koon Swan bought 15 million | 
shares in GUH, of which he was chair- 
man, at S$1. 75 a share from City Securi- | 
ties et Singapore. Delivery and pay- 
ment was agreed to take place on 19 
November. The accused also pledged 
another 18.18 million shares through 
two merchant banks and a finance com- 
pany. Another 820,000 were in the 
hands of a firm owned by Tan. 

On 13 November, Tan and Peter 
Tham, a director of Pan-El, entered 
into à plan to buy the entire block of 34 
million shares at S$1.75 a share for a 
total consideration of $$59.5 million 
But the shares were, on 13 November, 
trading at S$1.34. To avoid a massive 
loss on the deal, Tham decided 

an-El group and Growth In- 
Holdings (GIH). to buy the 






7 shares through Associated. Asian. Secu- 


rities- (AS), a Singapore broker, of 
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| his associates, 
| shares for one share in Pan-El. Tan was 
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which he was the managing director: 

The transaction: was to be financed 
by a “roll-over” mechanism, by which a 
broker or agent would borrow to purs 
chase the shares from the Pan-El/GlH 
group. The group would re-purchase 
the shares at the same.time but delivery 
and payment would occur six months 
later. The sale (roli-over) had to be 
done at just below market price, while 
the re-purchase price would be calcu- 


lated by adding financing and other 


charges. Since the market price was 


lower than the agreed-upon S$1.75; 


Tham artificially raised the price by 
buying 2.8 million GUH shares in the 
market. The price accordingly rose to 
S$1.70. 

. Between 19 November and 7 De- 
cember, there was a series of complex 
transactions whereby the shares were 
placed with agents, banks and brokers 
in return for cash.paid to AAS, which, 
in turn, presented forward contracts to 
Pan-EVGIH. On 7 December, the sup- 
port operatión ended and the GUH 
share price fell. to S$1.50. a potential 
loss to Pan-EUGIH of $320 million. 


eanwhile, Tan bought 24 million 
Pan-El shares (15% of the equity) 
and.9.8 million .GIH shares (16%). 
Since GIH already owned 3195 of Pan- 
El, Tan had substantia! control of the 
latter. This control was consolidated in 
March. 1985, when Sigma International 
said it intended to buy 24 million Pan-El 
shares from Tan and 10-11 million from 
by issumg two Sigma 





chairman of Sigma, a firm in w hich 
GUH controlled 43% of the equity. — 
When delivery fell due in May 1985. 
Tan Kok Liang was worried about pay: 
ing for the shares. He discovered from 
AAS that Tan Koon Swan was the 
owner. Tan Kok Liang was told to roll 
over as much as possible with the Pan- 
EUGIH group's available finances. To 
help matters, Tan Kok Liang bought 9.8 
million GUH shares in. the market in 
mid-May, 
$$1.35 up to $$1.56. Out of the 9.8 mil- 
hon shares, 3 million were bought by 
Orchard Hotel. a Pan-El subsidiary, 
from Lin Securities for $$4.8 million. 
On 11 September, Tan Kok Liang con- 
spired with the accused to pay 
S$144,853 in interest charges to Lin 
Securities on that transaction. Gf 
Before his arrest in January, Tamen- 
tered into novation agreements (sub- 
stituting a new contract for an old one) 
with five brokers in respect of the for- 
ward contracts. By doing so, he as- 
sumed personal responsibility for shares 
worth $$72.16 million held by the brok- 





pushing their price from- 
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ers (E. G. Tan, J. Ballas, Ong & Co., 
AAS and Lin Securities). In addition, 
there was a cash shortfall of about S$34 
million suffered by the Pan-El/GIH 
group. 

The prosecution said it agreed to cut 


COO Paes Fore) EL roc M 
in the negotiation for a peace agreement 
in the MCA crisis.” 

Two friends introduced him to Tham 
on 14 November 1984. Tham suggested 
the transaction as outlined by the pro- 
secution, but Tan hesitated, because he 





RES E T. 





A gain on 
both sides 





the number of charges to one, if Tan | was preparing to divest himself of his its 
made a cash payment equivalent tO | business interests to concentrate on dE 
$$34 million to Pan-El and if he took | politics. Singapore and Malaysia will i 


steps to discharge his personal liabili- 
ties on the novated contracts. So far, 


A fortnight after the meeting, Tan 
discovered “to his horror" that instead 


sign a water-natural gas pact 


the entire S$34 million has been paid |.of exchanging almost S$60 million- Tal 
and an arrangement was made with | worth of shares, he had become the reci- | By Nick Seaward in Kuala Lumpur i 
three of the brokers (Tan, Ballas and | pient of contracts worth S$129 million alaysia and Singapore are close to | — 
Ong). of shares in Pan-El, GIH and Ambas- finalising a "package" of agree- | - 
Under this arrangement, Tan Koon | sador Hotel. He “desperately” tried to | ments on the supply of additional fresh Ls 
Swan agreed to pay a base price for the | contact Tham to cancel the purported | water to Singapore in return for a com- | ~ 
shares of 60 S cents for each GUH and | contracts but was told that Tham had | mitment to buy natural gas, via Malaysia's | - 
Supreme share. This is guaranteed by | gone overseas. (Tham was arrested in | proposed new pipeline. After a meeting | —- 
the banks and can be exercised by the | April on his return to Singapore and | with Malaysian Prime Minister Datuk Seri | - 
brokers within 18 months. At the end of | faces five charges of forgery and crimi- | Mahathir Mohamad on 23 August, Singa- |. 
Ss 


that period, Tan undertook to purchase 
any shares not sold in this way at 90 S 
cents for each GUH share and $$1.20 
for each Supreme Corp. share. Of this, 
60 S cents is guaranteed by the banks 
wth the excess guaranteed jointly by 
Tan and his constant companion, Penny 





| nal breach of trust.) 


The transactions placed Tan in a di- 
lemma. He could have repudiated the 
contracts, but he could not afford to 
open up new areas of dispute while in 
the thick of the MCA upheaval, Yap 
said. In addition, it would have caused 


pore Prime Minister Lee Kuan Yew con- 
firmed the linkage. 


" ss Y 
“It is now a package," he told a press 


conference. “There is a benefit to Singa- 
pore in getting the water problem se- 
cure and determined . . . there is a bene- 
fit to Malaysia because [natural] gas, 


I'm told, is not easily saleable and with- | 


out Singapore, no [natural] gas will 
reach the south for many, many years." 
This is the first time that the sensitive 


water issue has been linked publicly to | 


Malaysia’s desire to sell natural gasto its | - 
southern neighbour. Only a year ago, a | ` 
press commentary in Malaysia was ad- | - 
vocating that Singapore be weaned off | - 
its dependence on Malaysian water, but | ` 
it now seems that its urgent need to find | - 
additional customers for its offshore na- | 
tural gas has forced Kuala Lumpur to | 
stop dragging its feet. E 
Lee's statement seems to indicate that | - 
a major disagreement over the priceofthe | 
natural gas has been overcome. Lee said | ~ 
that hiscountry waspreparedtopayaprice | - 
based on the monthly average price of | 
fuel oil as currently supplied by Singapo- | - 
rean refineries to the local power stations. | - 
| 0 T1 At stake are the 150 million ft? of na- | - 
Tan Koon Swan (centre) with defence lawyer Yap and Penny Chang. _ tural gas a day which Malaysia hopesto | - 
pipe through to Singapore power sta- | - 
Chang. A total of S$56.14 million-worth | serious repercussions on the stockmar- tions by 1989. Singapore’s alarmingly | - 
of shares in the hands of AAS and | kets of the two countries. It was at this large growth in consumption of water | - 
Lin remain outstanding. This entire | time, February 1985, that he was intro- has made it imperative in the long run to |- 
settlement with the brokers is now in | duced to Tan Kok Liang, who proposed | negotiate an extension and increase of | - 
doubt. that he should consider buying a 20% | its 1961 and 1962 water pacts (valid for | ` 
In mitigation, Tan's counsel Yap | stake in Pan-El. Sigma, in the end, | 50 years and 99 years, respectively but | - 
said that between March 1984. and | bought 22% three months later, while | reviewable this year and next). Malay- | — 
November 1985, Tan was “inextricably | GUH simultaneously acquired 45% of | sia needs a decision now on the natural- f 
entangled in [a] party crisis and other | Sigma. By that time, Tan Koon Swan | gas purchases before it goes ahead with | - 
political issues." Tan's involvement | knew that the GUH forward contracts | plans to award the MS$2 billion | 
began when GUH took over Grand | were passed on to Pan-El by Tham. (US$769.2 million) contract this year | - 
Ocean Development and Supreme Yap asked the judge to take into con- | for management and detailed engineer- | - 
Corp. As part ofthe deal, Tan agreedto | sideration the fact that none of the | ing work on a 700-km trunk pipeline. X 
purchase from a group of friendly in- | losses sustained by Pan-El were pocket- With the viability of the whole south- | - 
vestors a block of 9.6 million shares of | ed by Tan. He tried to avert Pan-El’s | ern portion of the line dependent on | | 
GUH on a delayed basis, payable in | collapse by raising S$7 million to pre- | Singapore undertaking a long-term pur- | = 
November 1984. The pressure on his | vent a default in a loan repayment and | chase agreement — and with Singapore | ` 
time caused Tan “to have inadvertently | then raised a further S$20 million which | also in the market for natural-gasliquids | - 
lapsed" in arranging for the financing of | was paid to the firm's receivers, Price | from Malaysia to use as an alternative 4 
the 9.6 million shares. When the dead- | Waterhouse. In all, his Sigma-GUH | to naphtha in the country's petrochemi- | _ 
line arrived, Tan needed money ur- | group sustained an overall loss of S$150 | cals plant — Lee clearly found the bar- |. - 
gently because he was “deeply involved. | million. gaining lever he needed. ui 
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continues t 1 predict à pick up 
and assoc ‘dtedc companie oS. 


prove to be correct this gives some grounds foroptimism. Profit growth in most subsidiary 
is encouraging and is expected to remain so. | War 


Against this background the trend of the Group's earnings is expected to show a steady improve ement and your. 
Directors expect to recommend a final dividend of not less than HK$0.27 per share. | 








Closing of Register of Shareholders : : : | m 2 
The Register of f Shareholders.will be closed from 15 September until 30 Septem) er. 1986 (both dates inclusive). In^ 


order to qualify for the interim dividend, alltransters (accompanied by therelevant share certificates) must be lodged 
with the Registrars not later than 4.00 pm on 12 September 1986. Peis 








5 ^ Directors’ Interests = < | t c Wm 
05 At 30June 1986 Directors and their associates had the following interests inthe shares of the Bank andintheshares | 
of Common Stoc kof Marine Midland Banks, Inc. Except where otherwise indicated these interests v sre beneficial 


interests. 
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- By Nayan Chanda in Washington 


| A contisentiat draft report by the 
| AA World Bank paints a bleak picture 
| of the Philippine economy and recom- 
| mends action, including a 20% peso 
devaluation, which may prove both 
politically unpalatable and hard to im- 
| plement. The report also criticises, in 
| weiled terms, the IMF-led austerity 
| drive in the Philippines in 1984-85 for 
stifling the economy. “Stabilisation [of 
_ the economy] was achieved," the report 
‘Says, "through reduced income and 
without addressing the medium-term 
needs of the Philippine economy." 
.. The report, made available to the 
| REVIEW by Walden Bello of the Wash- 
| ington-based Philippines Support Com- 
| mittee, notes that there is little sign of 
| recovery by the private sector and that 
| the government needs immediately to 
| put into effect an export-led growth po- 
| Elis supported by appropriate fiscal and 
| monetary measures, including devalua- 
| tion. 
| | The World Bank report criticises the 
| Philippine Government for a badly 
| thought-out stabilisation programme, 
noting in passing that the programme 
. was supported by an IMF standby cred- 
. it. But sources said that the target of 
| criticism is IMF, which imposed tough 
^ contractionary measures as a condition 
|. for its standby loan. The report notes 


| contractionary effects of macro- 
| economic adjustment were already 
| apparent, monetary policy continued to 


tion continued to drop, together with 
| the gross national product, and the real 
. exchange rate appreciated. This further 
. penalised exports when rea! deprecia- 
tion was required.” 

_ The report concludes: “Adjustment 
could have been both less painful and 
. more structural if it had been done more 
through shifts in the composition of ex- 
penditures and output, rather than ex- 
clusively through expenditure reduction 
_.. . Stabilisation was achieved without 
addressing the fundamental trade dis- 
tortions, which were partly responsible 
for the 1983 crisis. In fact, a number of 
Stabilisation policies — such as import 
restrictions, increased import duties 
and increased export taxes — were at 
.€cross-purposes with the medium-term 
adjustment requirements of the Philip- 
pine economy." 

_ Although GNP, which declined 4% 
in 1985, recovered slightly in the first 
quarter of this year, per-capita GNP has 
slid back 10 years — to a level below 
that of 1975, in real terms. Unemploy- 
: in Metro-Manila has risen to 22%, 
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 Stability's high cost 


. The World Bank gives a bleak picture of the Philippine economy 


_ that “in spite of the fact that by 1984, the - 





and high interest rates and depressed 


demand have stunted recovery. Unless 
substantial recovery is made in the sec- 
ond half of the year, GNP growth may 
not even be 1%, the bank warns, add- 
ing: "It is extremely important that the 
appropriate mix of fiscal, monetary and 
exchange-rate policies be put in place to 
facilitate a major recovery of the econ- 
omyin the short term . . ." 

The report argues that to promote 
exports, especially of agricultural pro- 
ducts, the Philippine currency needs a 
nominal devaluation of 20%. This, in the 
bank's calculation, would lead to around 
10% inflation. But with a devaluation to 
P24:US$1 (the present rate is P20.2: 
US$1), total revenue would increase by 
12.8% to P90.6 billion, compared to 


. be restrictive in 1985. Asa result, infla- |... 


ES 


pinos look for work abroad. 


P80.3 billion without the devaluation. 
A depreciation of similar magnitude to 
that of 1983, the bank assures, “will not 
lead to a similar inflation explosion, if 
accompanied by the right policies.” 


he bank does not recommend de- 

valuation as just a one-shot affair, 
but advocates maintenance of a depre- 
ciated rate for a number of years. Main- 
taining the rate over a sustained period 
increases the credibility of such a policy 
and is necessary to ensure that both ex- 
porters and importers make the invest- 
ment needed for the strategy to suc- 
ceed. Since the Philippines’ export po- 
tential is greatest in non-traditional, 
labour-intensive products, it needs to 


maintain its competitiveness in the real 


exchange rate vis-à-vis other East Asian 
countries. 
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lation, anotherimpor- | 
tant way to promote agricultural expan- 
sion, the bank says, is to totally abolish 
export taxes levied. on 10 traditional 
items. (The taxes were lowered in re- 
cent months.) The revenue generated 
by the export tax is so small that higher 
efficiency and productivity would com- 
pensate for that loss. Most importantly, 
it would help to redress the disparity be- 
tween urban and rural income. 

The report notes that the govern- 
ment should be careful to avoid some 
policies which are popular in urban 
areas — such as low petrol prices and 
price controls on agricultural products 


_— but which hinder agricultural and ex- 


port development. Diversification of 


| agriculture is recommended as another 


important tool to raise rural income, 
develop exports and avoid dependence 
on one or two export crops — but the 
bank warns that it cannot be a short- 
term solution, as most profitable crops 
are long-gestating. The growing use of. 
synthetics as substitutes for agricultural 
products, and growing protectionism in 
agricultural products, would also tend 





to limit the effectiveness of this solu- 
tion. 

"What is needed immediately on the 
trade front," the bank says, “is a clear 
commitment from the government to a 
policy of trade liberalisation, the elimi- 
nation of import restrictions, and the 
elimination of all impediments to export 
expansion. This will require a clear 
statement on the goal of liberalisation, 
the underlying rationale, and a time- 
table for implementation.” 

Currently, the import of 44 items — 
including raw materials and inter- 
mediate goods — are restricted, to 
protect domestic industry. The bank 
acknowledges that the government is 
right in fearing the loss of employment if 
all restrictions are lifted, but suggests 
that careful re-training and re-employ- 
ment programmes are a better solution 
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than maintaining: import restrictions. 
. — The report states that there is still no 
sign of an industrial recovery, and, de- 
spite attempts at optimism, paints an es- 
sentially gloomy picture of traditional 
manufacturing. Putting a somewhat 
bold face on the^situation, the bank 
says: "The recent collapse in economic 
activity has, ironically, made it much 
easier to develop-à ‘competitive indus- 
trial structure more suited to the Philip- 
pines’ comparative advantage. Many of 
the uncompetitive! industries and firms 
have already ceased operations.” Indus- 
try can now contribute to growth, given 
correct and timely policy measures. 
‘In particular, inputs that go into 
broad-based industries, such as textiles 
—+ which itself has‘ forward linkages to 
the apparel industry — “should be 
liberalised forthwith,” the report re- 
commends. The bank says that if the 
domestic textile industry had access to 
inputs at near-world' market prices, it 
would stand a good chance of becoming 
. competitive. However, it notes that in- 
creasing use of automated machines for 
textiles and garments, and rising protec- 
tionism, makes “prospects for garments 
suspect." 


A PADRE 
«de 


t also sees dim prospects for the 
semiconductor industry, as recent 
trends show it shifting back towards 
higher capital:labour ratios, as is hap- 
pening in the US, Japan and South 
Korea. However, in view of rising 
wages in Taiwan, South Korea, Malay- 
sia and. Thailand, many of the "foot- 
loose industries" from these countries 
may be attracted to the Philippines, the 
report says, adding calls for peaceful 
working conditions and removal of anti- 
export biases. | 
Among other measures to tighten fi- 
nancial management, the World Bank 
says that two largest public financial in- 
stitutions — the Philippine National 
3ank (PNB) and the Development 
3ank of the Philippines (DBP) are “vir- 
tually bankrupt” and calls for their re- 


duction and merger. Although their 


existence is justified as providing credit 
to/agriculture and small- and medium- 
sized industries, in reality, the majority 
of their loans have been to large and 
often unviable projects. Seth 

Reducing their role “is a crucial area 
for.action," the report says, since gov- 
ernment assistance to PNB and DBP is 
expected to be around P15 billion in 
1986 alone. Unless their lending can be 
redirected in the future, the report says, 
“there is little rationale for their exist- 
ence as public entities.” The bank also 
raises the more fundamental question of 
whether any large government-owned 
bank can function smoothly. “It seems 
that it [the government-owned bank] 
will inevitably be subject to pressures 
from politicians. Such pressures imply 
that-proper banking procedures will not 
be adhered to —the bank will eventual- 
ly face a financial crisis.” Oo 
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By Paul Ensor in Seoul 


Son Korea is cutting back on for- 
eign borrowing, in anticipation of its 
first substantial surplus in its trade and 
current accounts this year. Adding to 
the urgency of changing its habits has 


been the rapidly increasing liquidity of © 


recent months, which has given the 
monetary authorities many headaches. 
Among a number of directives are a 
moratorium on offshore borrowing by 
South Korean commercial banks, and 
more controls on the activities of 
foreign-bank branches in the country. 
As a result, some foreign bankers say 
there has been a dramatic change in the 
business environment. To 
South Korea has traditionally been 


SOUTH KOREA'S PAYMENTS 


east Current-account balance 


Source: Bank of Korea. 





an important taker in the Asian syndi- 
cated-loan market, but according to Lee 
Chong Hoon, the assistant director of 
the foreign-finance division of the 
Ministry of Finance (MoF): “Our basic 
rule now is to postpone all borrowings.” 
The moratorium will be in effect until 
October, when it will be reconsidered 
by the authorities — depending on the 
current-account position. | 
South Korean banks' overseas bor- 
rowing totalled US$1.7 billion in the 
first seven months of the year, com- 
pared to US$4.7 billion in all of 1985 — 
the majority of the country's net bor- 
rowings. South Korea's total outstand- 
ing debt was US$47 billion, a slight in- 
crease on the 1985 figure. The country is 
expected now to enjoy a US$1-2 billion 
current-account surplus for 1986, and 


optimists in the MoF are hoping to hold. 


Monetary moratorium — 


South Korea cuts back borrowing and changes some banking rules | 





REVIEWDIAGRAM by Andy Tang 
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net borrowings level for the rest of the — 
year, at around half of the originally ' 
planned US$5.7 billion. Mr 

The main reason for the slowdown in. | 
borrowing by the domestic banks is the | 
steadily improving current-accountsitu- - 
ation. *Our borrowing depends on the | 
balance of payments," says Lee. He es y 
timates that in 1985 two-thirds of bor- | 
rowing went into financing the trade | 


and current-account deficits. Bankers i N | 
Hongkong first had a hint of the change | 
to come when the Korea Development | 
Bank (KDB) turned away at the last | 
minute from a US$500 million syndica- | 
tion it had negotiated on good term - A 
KDB had been talking about a smaller | 
loan later in the year, but the | 
new restrictions make this un- | 
certain. j E 

Unlike Taiwan, South Korea | 
does not have stringent controls | 
on foreign-currency holdings by | 


A 


a D 
| 
| 


local companies, which are free 
to do what they like with their - 
foreign-currency export earn- | 
ings. For major export indus- - 
tries dependent on imported. 
machinery and inputs, arrang- 
ing foreign-currency loans has | 
also always been fairly simple. | 
With South Korea so deci- 
sively in surplus — yet lacking | 
controls on foreign-currency in- 
flows — money growth has 
been dramatically affected. — 
Monetary. authorities, at the 
Bank of Korea (BoK, the cen- 
tral bank), in particular, have 
watched in embarrassment as 
growth outpaced the monthly 
targets since the start of th 
ear. Bw 
5 The MoF has become in- | 
creasingly concerned about the effect of | 
high money-supply growth on.the ebul- - 
lient Korea Stock Exchange (KSE) — 
which has greeted the news of ever- - 
widening margins over targets with con- | 
fident rallies. Turning the companies | 
away from the banks and towards bond 
and equity issues would also make sense | 
in terms of slowing the bulls at the KSE 
and sopping up liquidity there. Finally, | 
the Ministry of Trade and Industry be- 
came interested in tightening access to 
foreign loans to slow demand for Japan- 
ese inputs and capital equipment, which | 
is rocketing along with exports and the | 
yen's appreciation. Ae a 
The tap has already been turned | 
off to South Korean companies hop- | 
ing to raise cash in foreign curren y | 
from local banks. Some weeks ago, in- | 
structions went out to the bankstocare- | 
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| couraging companies to turn to other 


| issues. 

| This drove many companies into the 
| arms of foreign banks, which say they 
| suddenly received a flood of inquiries 
| on foreign-currency loans in mid-July as 
| the new restrictions on local foreign- 


| one banker mused: *We were the only 

| loophole left." 

| With characteristic vigour, the au- 

| thorities have turned tc close that 

| loophole — on 20 August representa- 
tives of all the foreign banks were in- 


" 
| the BoK. According to a foreign bank- 
| er, the BoK's position was “as of the 
| close of business tonight, outstanding 
| foreign loans you have out wil! be your 
| ceilings." A day later, after protests 
| from the foreigners, the BoK agreed to 
| include undisbursed loans within the 

limits. ^ : 
_ The same week, the MoF announced 
| new controls on the foreign banks which 
. limited their access to local funds. Each 
| bank has a “swap” of won ?^unds, which 


RAR 


? ihe Korea is enjoying an export 
. &# boom as a strong yen makes Japan- 
" E goods less competitive against South 
| Korean products in third markets. In 
| June, South Korea's plant-operation 
| ratios averaged 83.6%, with much of 
. the boom in operations ratios linked to 
| rocketing exports. Rising exports and 
| slowing imports (the latter due to 
| cheaper energy and raw-materials im- 
| ports) are producing trade and current- 
| account surpluses which grow by the 
| month. The government expects a full- 
| year trade surplus of US$1.6 billion — 
| well above the US$900 million pro- 
| jected in January. Gross national pro- 
| duct rose 10.9% in the first half, and is 
| expected to show a full-year gain of 
| 10%. 
| The high demand for Scuth Korean 
| exports is generally aitributed to 
| increased competitiveness against Ja- 
p ese goods, particularly in the 
I T! i 
| . The currency shift has been espe- 
. cially kind to electronics firms, whose 
| exports have risen by just under 50%. 
| Cyclical upturns in some areas, such as 
| textiles and footwear, have also im- 
| P! oved matters. 
| A But the ship-related sector is weak, 
| due to the prctracted depression in the 
| world shipping and shipbuilding mar- 
| kets. First-half exports were US$19.33 
| billion, a 23.5% increase on the year 


< 


| forms of finance, such as bond or equity . 
| currency lending came into effect. As 


vited to attend an evening meeting at 


-|ECONOMIC MONITOR 
| Export boom lifts GNP — 


new rules make it harder to raise new 
swaps, and lowers ceilings on the 
amount in swaps that a bank can hold, 
from US$15 million to US$10 million. 
Two important methods of raising 
swaps — with earnings from local oper- 
ations which are retained in the country, 
and the opening of new branches 
have become more difficult to carry out. 
Foreign banks in South Korea currently 
hold US$1.9 billion in swapped funds, 
according to the MoF. 





Tu changes are partly a reflection of 
the other measures undertaken to 
limit the inflow of funds, and they are 


also explained by the authorities as part - 


of the country's progressive *national- 
treatment" 
banks. Foreign banks, particularly 
from the US, have campaigned for 
treatment on à more equal footing with 
local banks for some time. They have 
argued most consistently about the 
problem of securing local-currency 
funds — from BoK or the capital mar- 
kets — because their access to deposits 
is so limited. 


T : Jan.-June 1985 (95) 





Jan.-June 1986 (96 


EE: 


(Note: Exports (fob), imports (cif) 


ago period. Exports are expected to 

reach US$33.5 billion by year-end. 
Imports rose more slowly, thanks to 

falling cil prices, but purchases of capi- 


tal goods from Japan — essential to 
maintain export flow — are still grow- 
ing. For example, in June, though 
crude-oil purchases fell by a bit more - 
than 50% in dollar terms, machinery - 
imports (mainly from Japan) rose 


47.9%. 

Rising exports and increased confi- 
dence about the future has boosted in- 
vestment. Facility investments quad- 
rupled in the first half, on average, for 
companies listed on the Korea Stock 
Exchange (which includes most major 





programme for foreign — 
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wished to have access to the re-discount 
window at the BoK for commercial bills 
would lose other privileges. So far, 
no banks have opted for this — though 
in theory, it would make them more 
like local banks. Since then, the au- 
thorities have. announced that the for- 
eigners will be allowed to enter the cer- 
tificate-of-deposit (CD) business in 
September. 

This latest announcement control- 
ling foreign-currency loans and “swap” 
(won) access is thus being painted as a 
quid pro quo: indeed, those banks 
which go into the CD business will have 
their swap funds reduced proportion- 
ally. Foreign bankers view the new ar- 
rangements with scepticism, with one 


| pointing out that most of the new lines 


of business being offered are either loss- 
makers or not worth the effort. With the 
new controls, banks will be “driven to 
off-balance-sheet business.” another 
said. This would include bond guaran- 
tees and other financial services, hardly 
enough to justify a branch. a 


SOUTH KOREA 


firms), according to recently published 
data. Investments have enjoyed a 
further shot in the arm 
from generous lending 
policies espoused by the 
government in the first 
half. | 

Money supply (M2) 
grew by 18.9% in the first 
half, on a year-on-year 
basis — despite a ceiling of 
18% set earlier. The 
steady growth of M2 has 
begun to cause some con- 
cern. Much of the growth 
in money supply is coming 
from the overseas sector. 

The jump in money- 
supply growth has caused 
tension between the Bank 
of Korea (the central 
bank) and the more expansionist econo- 
mic-policymakers in the Economic 
Planning Board. The bank is concerned 
about the stability of the country’s al- 
ready-overstretched commercial banks, 
and about the constant possibility of in- 
flation arising from the spiral in monet- 
ary growth. . 

For the moment, however, inflation 
is not a problem: according to the 
bank’s figures, consumer prices rose 
2.8% on an annualised basis in July, the 
same rate as in July 1985. and prices 
seem unlikely to rise in the foreseeable 
future as the effect of falling oil prices 
becomes more established within the 
economy as a whole. — Paul Ensor 
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When you're dealing in Australian 
dollars it makes sense to deal with 
an Australian bank. And then it 
makes even more sense to deal 
with Australia's fastest-growing 
international bank. 


Australia’s fourth largest company, 


National Australia Bank has assets 
in excess of $A38 billion and the 
skills and experience developed 
over 150 years of international 
banking. 


$A market makers, 24 hours a day 
inthe world s major trading centres, 


Head Office: Melbourne, Telex 30241 NATAUS. Singap NK 
Bangkok, Telex 20424 NATAUS TH. Kuala Lumpur, Telex 31899 NATAUS. Jakarta, Telex 44749 NATAUS. Seoul, Telex 28844 N ATAUS. Beijing. 
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Telex 22524 NATAU CN. Port Moresby, Telex 22168 BANK SP. Wellington, Telex 31080 NATAUS. .— suspe 

























National Australia Bank's team Tokyo John Shearer 
can provide a fast, competitive - Telephone 270 8381/5 
service with up to the second ‘Telex 134707 


quotes for all your $A currency 
and deposit requirements. 


Get together with National 
Australia Bank today and stay a 
jump ahead with the 
$A experts, 

Singapore Stan Prat 
Telephone 223 9888 | 
Telex 25630 | 


Hong Kong Bob Fotheringham 
Telephone 265891 Telex 62267 
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Our wide ran sonal electronic products 
vill help you get read siness — in more ways 
than you'd think. With our new electronic, rechargeable 
Philishave, for example, you'll always make a good start 
to the day. Whether you're at home or travelling. 
Around an hour's recharging with the built-in 
charger is enough for about 2 weeks of carefree cordless 
shaving. And you can also connect it directly to any 
power supply from 100 to 240 volts, for charging or 
direct use. bee 
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thoughts, there's nothing to beat the convenience of a 
Philips Pocket Memo. 
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for daily business. 


The Philips Pocket Memo is probably today’s 
simplest and most convenient means to increase 

y) your working efficiency. As well as being a very handy 
way to save time and ideas. After all, you speak seven 
times faster than you write. 

A Philips Pocket Memo will improve your 
secretary's efficiency too, with useful features like Visual 
or Electronic Index Systems for instant identification of 
urgent messages. Philips Pocket Memos are part of a 
complete system that makes your working day much 
easier. And keeps you ready for business, wherever 
you are. 

Philips. The sure sign of innovation. 


PHILIPS 
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The Financial Times 
of London is amongst the 
most revered business papers in 
the world. And according to its pages, 
The Mandarin, Hong Kong is amongst 
the finest hotels in the world. 

This accolade came on top of both 
the respected ‘Executive Travel’ and the 
forthright ‘Business Traveller’ magazines 
who independently arrived at the conclusion 
that The Mandarin is the best hotel in the world. 

Rest assured though that all this flattery won’t go 
to our head. Indeed, if anything, we’re inspired to strive 
even harder. In order to live up to our future reviews. pieso ado ON MA 


.-- plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


Please enter my subscription for 
O 3 months C] 6 months O 1 year 


[] Please include the Yearbook at extra 
| US$24.95/HK$195. For airmail delivery, 


Payment of -=n aA iS enclosed 
(Please print in block letters) 
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Japan's thrust for overseas assets builds up 


Building an empire 


By Nue Mono! in Singapore 

The world faces what 
could be the biggest- 
ever shift in the pat- 
| tern of foreign invest- 
ment as Japan ac- 
climatises to the mug 





mais Bowes Japan into earthed its po- 
licy of export-led growth last September 
did more than help push the yen up from 
¥240:US$1 to the current level of about 
¥150:US$1. A strong yen will force Jd- 
panese business to do one or all of three 
things: cut costs at home, mainly by au- 
tomation; set up or expand abroad to 
supply local markets and third coun- 
tries, or invest abroad to supply compo- 
ents and finished goods to Japan. 

The strong yen should:cut Japan’s 
massive current-account surplus and 
speed up the outflow of capital. Nomura 
Research Institute in Tokyo suggests 
that Japan's net overseas assets will in- 
crease from US$120 billion at end-1985 
to US$556 billion in 1995. This may not 
seem so far-fetched when it is remem- 
bered that the current stock of invest- 
ments abroad comprises only 8% of 
Japan’s gross national product, com- 
pared with 22% for Britain. 

Much of that outflow will take the 
form of portfolio investment while Ja- 
panese remain hooked on instruments 
like US Treasury bonds. But foreign di- 
rect investment — acquiring an equity 
interest in managing an overseas enter- 
prise — will also expand dramatically 
from today’s level of about US$84 bil- 
lion. Less than 4% of the production of 
large Japanese companies iis done 
abroad, compared with more than 12% 
for firms of similar size in the US and 
Western Europe. 


FAR EASTERN ECONOMIC REVIEW e 4 SEPTEMBER 1986 


The biggest firms will expand their 
operations outside Japan, but much of 
the new investment will come from 
smaller, novice multinationals. Much of 
their cash will be spent in East Asia, and 
probably by preference in Taiwan and 
South Korea because of their geogra- 
phical proximity and their industrial 
structures, which are similar to Japan's. 
But because of these two countries' 
numerous restrictions on direct invest- 
ment, many Japanese firms may instead 
set up operations in Hongkong (where 
recently the thrust of Japanese invest- 
ment has been in finance and real estate) 
and in Asean. 

This should help to redress the bal- 
ance of Japanese foreign investment, 
which in recent times has been directed 
largely towards the US and Europe in 
an effort to avoid growing protectionist 
barriers in the West. The growing use of 
automation and robots in manufactur- 
ing has also eroded somewhat the 
labour-cost advantage of Asean coun- 
tries as a whole. 

The yen's surge. may boost other 
countries’ foreign investment in South- 
east Asia as well. If Japan seeks cheaper 
manufacturing bases overseas to stay 
competitive, its rivals may follow suit, 
especially if that increases their chances 
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of penetrating the Japanese market. As 
one example, Seagate Technology of 
the US, the world's largest producer of 
rigid disk drives for desktop computers, 
expects its production bases in Singa- 
pore and Thailand to be well-placed to 
penetrate Japan — where it has so far. 
sold almost no units at all. 

The prospect of a surge in Japanese 
investment could not come at a better 
time. The World Bank reckons that 
total financing flows to the developing 
world shrank by almost a quarter in real 
terms to US$62.3 billion between 1980 
and 1985. Of that, net private lending to 
developing countries slumped by 6176 


to US$15 billion, but direct investment | E 


failed to fill the gap, remaining constant 
at US$11 billion. 


ultinationals have not expanded 
dramatically in developing coun- 
tries for a host of reasons. A large pro- 
portion of their investment is resource- 
based (a quarter of Japan's and the US’ 
assets were in mining, oil and natural 


gas by 1980) and commodity prices have - 
slumped. Yet another factor which | 
could discourage US multinational in- |- 


vestment overseas is the current over- 
haul of tax legislation which some argue 
will 'encourage US firms to boost 
domestic operations in order to exploit 
lower taxes. Equally though, it could 


encourage competitive tax reductionsin | 


other countries. 


More worrying is the remorseless: | 


rise of protectionism, which encourages 
developed countries to invest in other 
rich economies for fear of being shut out 
in the future. The clearest example up 
to now of this trend appears to be Japan 
itself, whose direct investment in Asia 


fell by 12% in the year ended March to. 


> 


+ 


ee 


























MERI [GGLIE a RUPES 
SEU : => E 


. | US$1.4 billion, while it jumped in 
| US by 55% to US$5.5 billion. Capital 
. expenditure in Europe by Japan may 
| have fallen marginally, but the pattern 
. of investment there, as in the US, has 
been shaped by protection for locally 
| produced electrical goods (TV sets, 


|. video-cassette recorders and other such 


| items). Japan's industrialising neigh- 
| bours might have expected to win much 
| of that investment, because they have 
| been more adept than other develop- 
| ing regions in boosting exports of manu- 
| factures — electrical goods in particu- 
| lar. Foreign investment by Japan in 
| Europe remained stable at US$1.93 last 
| year, while in proportionate terms it 
| dropped to 16% from 19% the year be- 
| fore. 
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coe in Tokyo 
= Japan's industrial 
strategy has always 
been to pick winners, 
m and it is applying this 
—. | to its selection of 
X target countries for 
JS overseas direct invest- 
EC WUC} ment. While Japanese 
| investment in the US, and in its 
| economically thriving neighbours South 
|. Korea and Taiwan, has risen dramati- 
| cally in recent times, investments di- 
| rected towards the recession-hit econo- 
| miesof Asean have declined markedly. 
| With the exception of Singapore, Ja- 
| panese direct investment in all Asean 
| members fell in fiscal 1985 (ended 31 
| March) in terms of the share of the Ja- 
| panese total. But Asean was by no 
| means the odd man out: investment in 
the Middle East fell sharply, from a 
share of 2.7% to 0.4%. Investment in 
- Europe also fell, from 19.1% to 15.8%, 
d 
à 


| as it did for Africa, from 19.1% to 
El i | j 


| ByBruceRos 
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| Japan picks winners 
| to hurdle the fences 
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= While protectionist barriers cast a 
shadow over East Asia, growing auto- 
mation in Japan, Europe and the US is 
beginning to undercut one of Asean's 
chief advantages: cheap labour. The 
Japanese have traditionally excelled in 
large-scale manufacturing processes, 
which lend themselves to automation. 
There were more than 67,000 indus- 
trial robots in Japan at end-1984, more 
than the US and Europe together. 


Seiko, the world's largest watchmaker, 


has declared that its robots can still 
produce timepieces more cheaply than 
human workers in Hongkong. Its rivals 
in Switzerland are in the same po- 
sition, with their country's strong cur- 
rency. 

European and US industries are 







Others 


Latin 


America » Developing 
countries 


Industrial 
countries 


15.8%. Latin America’s share in the Ja- 
panese total fell from 22.6% to 21.4%. 
The Japanese say the “Asean prob- 
lem,” if there is one, does not exist for 
the bloc as a whole. While some Asean 
members’ share in total Japanese direct 
investments fell, the dollar values rose. 
as total Japanese direct investment grew 
20.3% to US$12.21 billion in 1985. And 
though the rate of increase was a little 


lower than the 24.7% of 1984, the rise in - 


value was up, from US$2.01 billion to 
US$2.06 billion. 
One contrast is the rise in dollar 


value of Japanese investment in In- | 


donesia in the year, to US$408 million 
from US$374 million in 1984 (though 
Indonesia’s share of the total fell from 
3.776 to 3.3%). Another is the Philip- 
pines which, despite the prospect of po- 
litical chaos throughout the year, at- 
tracted US$61 million from Japan, up 
from US$46 million in 1984, and held its 
share at 0.5%. Singapore drew US$339 
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struggling to build their own (non-, 
unionised) force of robots, thereby keep- 
ing investment at home, but some pro-. 
ducts have such short life cycles that au- , 
tomation is uneconomic. Disk drives.. 
still need to be assembled by hand, even 
if the thin-film disks inside them can be . 
mass-produced in the US or Japan... 
And, whatever happens, multinationals 
still stay close to their markets. SGS,.an.- 
Italian chip-maker, has exported. its 
own design team to Singapore to re-. 
spond quickly to the demands of cus- 
tomers in the Far East. Foreign com- 
panies are automating their factories in 
the newly industrialised | countries, 
(NICs) as well as back home. TAA ~ 
Even tariff barriers can be a blessing; 
in disguise. NEC Corp. plans. to, 


million worth of Japanese investment, : 
up from US$225 million, and increased 
its share from 2.2% to 2.896. ,,. f 

Standing out as losers are Malaysia 
(down from US$142 million to US$7€ 
million in value, and from 1.4% to 0.695 
in share) and Thailand (from US$119 
million to US$48 million; in share, from. ; 
1.2% to 0.4%). But other Asian coun-. 
tries have also lost out. They include 
China, down from US$114 million- to 
US$100 million, on the heels of a swift 
decline in trade. 

Official Japanese direct-investment.. 


` figures need qualification. They arere- 


corded as Japanese firms notify. the 
Ministry of Finance (MoF) of their in- 
tention to remit funds overseas for in- 
vestment. The MoF generally gives ap- 
proval, at which point the figures are re- 
corded, and the actual investment {is 
then made. If the company -then 


| changes its plans, the MoF does not cor- 


rect its figures. m ii 

The Japanese Government does not 
record either the direction of Japanese 
finance from a point outside Japan to.an 
overseas investment destination. ‘Thi 
point was raised when Japan's 1985 fig 
ures showed a big decline in direct in- 
vestment in Hongkong, from US$412 
million in 1984 to US$131 million, 
Hongkong Government figures indi- 
cated a marked increase, suggesting Ja- 
panese companies increasingly were 
financing expanded manufacturing ca- 
pacity from local Hongkong or interna- 
tional sources. 


A striking feature of such Japanese,in- 
vestment in the past year is the.5526 
increase recorded for North America, 
to US$5.96 billion. Against the threat of 
protectionist trade measures, Japanese 
companies poured money into the US, 
lifting the US’ share of Japan's direct in- 
vestment from 34.9% to 45%., in just 12 
months. Playing a large part in this huge 
increase were car manufacturing and 
expanded investment in banking. and 
life-assurance — factors also evidentfor 
Latin America and Australia. Japanese 
industry also moved to the US to make) 
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- sem uctors s bY exporting hex 
. year from Malaysia as well a from Bri- 
tain. A quarter of NEC’s tot: eutut of 4 
million chips a year will | be T 

laysia and a similar aï Dy 
-tish subsidiary, with e rest produced 

in the US. | 




















"he fear that Countries such as Ma- 
iysia and Thailand might be tarred 
1¢ protectionist brush as Japan 


oe fiave wei anxious ‘not to 
Europe and the US. This stra- 


more’ ‘machinery of almost all descrip- 
tion, and there was a marked rise in US- 
based electronics production. 
"Officials at the Ministry of Interna- 
 .onal Trade and Industry (Miti) who 
monitor direct investment overseas say 
the push into the US will probably con- 
tinue at a fast pace while the yen is at the 
historically high level of  *150- 
160:US$1. US prices are at bargain- 
basement levels for yen-rich Japanese 
corporations, and the wage gap has 
. nearly closed between Japanese and US 
| blue-collar workers. 
| Acting as a catalyst to the Japanese 
| initiative is an almost constant promo- 
tional drive in Tokyo by individual US 
states for investment. Southern states 
particularly, such as Kentucky and Ten- 
ne$see, actively court Japanese firms 
with highly polished presentations. The 
competition for the Japanese "invest- 
ment market" is such that cases must be 
well argued and incentives rich. Japan- 
ese companies do not face difficulty 
getting money out of the US (as they 


do in some Asean countries), and they | 


e free to use established, or con- 
| At their own, distribution channels 
there. — 

Asean investments are often made 
even less attractive by the tendency of 
Some joint-venture partners to insist on 
a monopoly of distribution, an area in 
which Japanese businessmen tradition- 
ally excel and thus naturally like to con- 
trol. By contrast, what seems to appeal 
most to Japanese businessmen operat- 
ing in the US is the immense freedom of 
commercial movement and method: for 
example, to construct freely a customer 
base and ship product inside and outside 
the US. 
= Apart from rocketing investment in 
the US, Japanese manufacturers are 
| stepping up production facilities in 
. South. Korea and Taiwan, countries 
with which, in terms of recent history 
and work ethic, J apan has most in com- 
mon. Instances of Japanese firms, many 
|, in the electronics field, moving parts 
production to these two NICs in the past 
yeat'are almost too numerous to count. 
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 EEC'S share of total foreign investment 
| in Asean rose from 13% to 19% in 1977- 
| 84, while the US share increased from 
| 1896 to 21% in the same years. Japan's 
| investment fell to 27% from 32%. 

All Asean countries have liberalised 
their foreign-investment rules in an ef- 
| fort to lure more companies to set up 
| there. Malaysia has relaxed the foreign- 
| equity requirements under its New Eco- 
| 
| 
i 
zm 
| 


nomic Policy, by giving Rothmans per- - 


mission to retaih control of their sub- 
sidiaries. Thailand is offering tax holi- 
days for periods of up to ei ight years, and 
Singapore has cut corporate-tax rates 
from 33% to 10% for firms setting up re- 
gional headquarters there. Not to be out- 
done, Indonesia (whose foreign-invest- 
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The result has been a tighter integration 
of the two NICs' economies with Japan, 
as the increased investment is beginning 
to boost two-way trade flows. Some 
analysts also see, somewhat darkly, 
Taiwan and South Korea being woven 
into the Japanese parts-subcontracting 
system as satellite producers. 
B oth countries have the advantage of 
much industrial compatibility with 


parts production geared largely to Ja- 
panese format. Even before the yen's 
rise letloose a wave of new Japanese in- 
 vestment in these NICs, many Japanese 
products and a significant amount of 
parts were made under original- equip- 


shipment to Japan and then re-export. 
To compete with the combined com- 
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Japan and South Korea, s carmakers 


Japan, with electronics and car or car- ` 


ment manufacture agreements for re- . 


petitive force of Japan and Taiwan, or - 
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which foreign investors can partic p: 


- dishes. 


-though the recommended inves 
target, from ¥1 million to ¥5 milli 


standards. 























































has c cut red tape and opened ı new 


Even so, the pattern of incent 
and rules differs radically. Asean 
mains an economic block of 290 m 
workers and consumers divided in 
separate compartments. Since eac 
stands on different rungs of the de 
ment ladder, they offer a. poten 
vestor a varying selection: of. Tis 
rewards, For the near term, Sing 
Thailand and Malaysia lool 
placed to ride a new wave of fo 
vestment than Indonesia, B 
the Philippines, but Japanes 
time horizons stretch far beyo 
next five years. 





such as-General Matais (G 
and Ford have also begun c co 
missioning components p 

-~ ~~ duction in Taiwan. GM is 
| turning to South Korea 
small-car supply. But beca 
these NICs are cutting deep 
into long-held Japanese m 
kets for low- to medium-grade 
products in North America as 
well as Southeast Asia, Japar 
ese- manufacturers are being 
forced increasingly.into uppe 
market streams: for exampl 
luxury cars.in the US. ci 
Once this trend is esta 
lished, Japanese manufactu 
ing investment in some Asea 
members can be expected 
fall. Even for® 1985, natura 
resource exploitation accoun 
-ed for the highest. share, at 
47.296 , of Japanese investment 
in Asean, though manufactur. 
ing ranked second at 40.595. 
Asean members may fin 

_ the NICs themselves a su 
Source of future direct inv 
ment than Japan. Tha 
impression given to J 
finadeisl correspondents ii 
who have reported new: Singapx 
Taiwan and Hongkong ` inve 
in Thai facilities for mainly f 
labour-intensive industry. Exam 
are Singapore toys, Taiwan. milk 
der and a range of pre-cooked Chi 





















While Japanese and US man 
ers exploit competitive produc 
vantage in these NICs, and the NIC 
low suit in Asean, Japan, at lea: 
cially, is making an effort to highl 
small- and medium-size Japane 
panies the benefits of inves 
Asean. In August, the Miti-affil 
Japan External Trade Organis 
(Jetro) launched.a project called JO 
intended to boost such investm 
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As the recipient of 
more Japanese invest- 
ment than any coun- 
try except the E i 
donesia should have 
been deluged by : 
wave of RE 
| businessmen, spurred 
the rise in hie ven. Instead, there has 
n little more than a trickle in recent 
ndis as Indonesia is gripped by its 
ost recession in 20 years. Bilkons of 
n have in the past been poured into 
ort industries such as natural gas, 
minium smelting, timber and 
eries, but most of the manufacturing 
iestment has gone into heavily pro- 





stment in Indonesia drops with it. 

- According to the Indonesian Capital 
westment Coordinating Board 
(BKPM), total new foreign investment 


gas industries, slumped from U$$2.52 


1985. Simultaneously, Japanese : invest- 
ment fell from US$460 million to US$63 
illion. Last year, about US$400 mil- 
lion of more than US$IS billion in ac 
umulated commitments were deleted 
Om the count, because investment 
lans were never carried cut. 


US supremacy - 
Is waning 


By Paisal renes ys in Bangkok 


For much of the past 
3i decade, the US has 
| led Japan by a small 
margin as the largest 
source of direct 
| foreign investment in 
we Thailand. But the bal- 

! may tip in 

j; favour i in coming years, as the 
38 yen motivates manufacturers to 


April, the Japan-based Toyota 
y — one of numerous spare- 
; manufacturers supplying the cat- 
ing . company contracted a 
tok factory to produce stamping 
According to Board of Investment 
) sources, Japanese interests are 
studying some 40 projects, mostly 
ving small and medium-sized light | 
yand agro industry, as s pop nial 
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ilhon in 1983 to US$699 million in: 


Tit, 


















d import-substitution products. So | 
ien domestic demand falls, foreign i m- 


approvals, outside the oil and natural- 
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FOREIGN INVESTMENT 
PROJECTS APPROVED B 





the face 
qo be involved 
on the same scale in. 
Indonesia as Japan. 
By ead-1985, US firms 
had plecged US$4.4 
billion, — of which 
US$518 million was 
committed outside the 
energy sector, and 
the US received more 
apprcvals by value 
than Japan in each of 
the past three years. 
BKPM savs that Ja- | 
pan's tota! approved 
investmeat between 
1967 and 1985 was 
US$4.98 tillion, a third 
of the total. p 
But Japan's Miti reckons that total 


"seem, on 


Principal 
investors 


capital sunk into Indonesia is at least | 


70% greater. This is largely because 
many Japanese firms have adeptly 
Skirted around the foreign-investment 
rules 5y using a local pribumi (indigen- 
ous Indonesian} company as a front 
(perfectly legally) into which money | 
and expertise is pumped. 

Hongkong appears to be the second- 
largest investor in Indonesia with, ac- 
cordirg to BKPM, US$1.93 billion, 
13% of tctal approvals. Some of that 
 monev comes from Hongkong residents 


< using Indonesia to avoid trade restric- 


tions such as textile quotas, but most is 
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the bulk of any new investment in Thai- 
land will be export-oriented, the rela- 
‘tively large population (compared to 
other Asean members. with the excep- 
tion of Indonesia) means there is a sub- 
stantial domestic market. Thailand's di- 
versifizd economy, its growth potential 
in the medium and longer term, and in- 


vestment ir'centives described as “com- 


parable" te other Asean countries are 
cited as additional advantages. 

The Thais do not see themselves 
competing directly with the NICs (Tai- 


wan, South Korea, Hongkong and Singa- 


pore). *The labour cost in Hongkong is 
three timesmore than here, Some of the 
NICs zre beginning to compete with the 
Japanese and, in a variety of processed 
and industrial goods, they may no longer 
welcome japanese investment," said 
Bol deputy secretary-general Satha- 
. porn Kavitasond. | 
According to Japanese Chamber of 
. Commerce president Taizo Kiyomine, 
Thailaad can realistically expect more 
Japanese investment in labour-inten- 
sive and food-processing industries in 
the short run. "Thailand certainly 


Stands out better than other Asean | 


countries. Many Japanese firms in. In- 
donesia, for instance, are losing money 
 wherezs mest companies here are pro- 
e." he said. 
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Cumula ative 
totai 1967/85 
(Ro) amount 











nesian "GOV 
figures. graphically 
show just how capital 
inflows are linked to 
the oil price. New in- 
vestment has arrived in 
two distinct waves. — 
1973-75 and 1982-83 — 
(B lured by the two oil 
| B booms. With the econ- 
omy likely to contract 
this vear, foreign firms 
are feeling the squeeze. 
According to a recent 
survey by the Japan Ex- 
ternal Trade Organisa- 
tion, 35% of 149 Japan- 
ese joint ventures have 
lost money over the past year, with 
about the same proportion still makin 
a profit (the rest are breaking even’ 
Half say they will merely maintain cur- 
rent investment levels in Indonesia, 
while a third still intend to expand 
slightly. 





RE VIEWTABLE by Ricky Hui 


E sonomic difficulties have prompted 
Japanese firms to be considerably 
more critical than before about the way 
Indonesia runs things. Toshihiko 
Kinoshita, an executive of the Japanese 
Export- Import Bank. recently com- 
plained in an Australian journal. of 
bureaucratic inefficiency, smuggling 
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Starting after World War II, Japan- 
ese investment has expanced to domi- 
nate a broad section of Thailand's man- 
ufacturing industries — particularly im- 
port substitutes such as cars, electrical - 
appliances and textiles. More recently, | 
the Japanese have also taken the. lion's | 
share in large-scale project constructio 
and, to a lesser extent, electronics. 

Bol statistics show a combined Baht | 
47.1 billion (US$1.8 bilion) cumulative 
Japanese investment capital involving 
Bol-promoted projects. during 1960-85 
(including wholly Japanese-owned and 
joint ventures). If non-Bol projects are 
included, the total is roughly level with 
US investment, estimated at about 
US$4 billion by a recent US as 
commissioned survey. 


—————— —— —— — HP 


gainst a marked slowdown else- 
where in the region, Japanese in- 
vestment in Thailand has continued to 
surge in recent years —largely because 
of a Baht 3.4 billion invi ‘tment by the 
electronics. giant Mineb a in two huge 
complexes near the ancient capital of 
Ayutthya (north of Bangkok) which 
began producing ball bearings and com- 
puter keyboards in 1984-85. ios 
Whether. Japan overtakes ‘the L 
will also. hinge on Bangkok’s. polici 
with regard to. indigenous . | 
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their part, the Indones 
wanted to appear brid i 
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f duced ) jn 6 May, allow d bum joint ven- 
tures exporting 85% of their output to 
import raw materials or components if 
they are cheaper than domestically pro- 
duced ones. Companies set up in ex- 
. port-processing zones, of which the first 
will open in Jakarta in September, are 
to bé allowed to invest in areas that are 
off-limits to other foreign companies 
(REVIEW, 22 May). 

Indonesia badly needs to boost non- 
energy exports, but this will be far from 
easy. It may not benefit much from the 
poom in electronic-component manu- 
Miacture, which has buoyed so much of 

East Asia. In July, National Semicon- 
| ductor and Fairchild closed their micro- 
chip factories in West Java, the only 
plants of their kind in Indonesia. A 
drastic decline in worldwide orders of 
semiconductors was only partly to 
blame. Many firms are consolidating 
their chip-making operations into 
fewer, larger factories where cheap 
labour is not as important as it used to 
be. Food processing looks a better bet 
for Indonesia than electronics. 

Foreign businessmen and diplomats 
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| sources. Because the petroleum sector 


is excluded from Bol totals, its figures 
on promoted foreign investments thus 
show a disproportionately high Japan- 
ese profile. Dating back only to the late 
1970s, Unocal Thailand — a unit of the 
California-based oil company, with 
ninority Japanese interests — has to 
ate sunk US$1.5 billion, or 37.596 of 
the total US investment, to develop four 
offshore natural-gas fields. 

‘<7 the oilprice slump does not 
‘Fhailand’s longer-term petro- 
the 
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 chànge 
| léum-development programmes, 


. US firm — the sole concessionaire sup- 





plying natural gas to Thailand's national 
| oil company — plans. to invest another 
US$250 million over the next five years 
| to dévelop additional natural-gas fields. 
Unocal president Harold Lian recently 


told an energy forum the amount would 





ye only the "down payment" on the ulti- 
. mate total investment in a new natural- 
| - gas sales contract. 











^ Aside from Minebea, the rest 
of the so-called hi-tech industry — 


largely. assembly of integrated cir- 


cuits — is dominated by the US. The 
Bol put their combined investment 
at US$280 million, excluding another 
US$50 million project now under con- 
struction. -US investors are also 
tying into banking and finance, 
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- chine of EEC investments in Indonesia, 


. The number of areas in 
which foreign companies are allowed to 
i has grown to 926, almost double 
the number last year, but they exclude 
some tempting consumer products in in- 
dustries like food and pharmaceuticals. 


Overseas firms will be treated similarly | 


to local ones in specific areas if the 
former, meet one of three stipulations: 
they must be 75% Indonesian-owned; 
51% of the shares must be sold on 
Jakarta's tiny, moribund stock ex- 
change; more than half the shares must 
be held by Indonesians, with at least 
2096 sold through the stockmarket. 

Sanyoto Sastrowardoyo, BKPM 
vice-chairman, hints that the deadline 
for divestment of 51% of a foreign 
firm’s shares may be lengthened from 10 
to 15 years and perhaps further still. 
Also, land titles which currently last 60 
vears for joint ventures may be ex- 
tended for another 30 years, a signifi- 
cant concession for agribusinesses. 

But the ban on foreign firms’ in- 
volvement in retailing their products, a 
major sore point for Japanese investors, 
will go unchanged. “If we open the dis- 
tribution of goods to foreigners, they 
will wipe out our entrepreneurs," 
Sanyoto says. Nor is there any sign of 
the government reintroducing tax 


holidays for foreign investors — as 
exist in the rest of the region — having 
dropped such incentives in 1984. 

— Nigel Holloway 


manufacturing, trading and services. 
Although they have been in Thai- 
land longer, European firms' invest- 
ment presence — while increasing in ab- 
solute terms — has assumed a relatively 
lower profile in recent years. À recent 
summary by the Bangkok-based EEC 


.Delegation stated: "The trend of the 


last three years has seen a [relative] de- | 





Thailand and the Philippines . ... The 
EEC has been slow to set up an effective 
institution for promoting and channel- 
ling investments to Asean." 

Senior Thai policymakers also ap- 
pear to want to reduce the country's 
heavy dependence on Japan — particu- 
larly with 
ment. But this could be difficult: from 
the EEC's view, the cheap labour of- 
fered by Asean could easily be found 
nearer home, in countries such as Spain 
and Portugal. 

. Based on net capital inflow alone 
(and hence massively smaller than the 
red! amount), the EEC Delegation's 
computation put cumulative foreign in- 
vestment in Thailand at US$2.5 billion | 





largest shares of 32% and 30% respec- 


rest came from Taiwan, Hongkong and 
other sources. — 





ly to increase capital inflows | 


in 1984. The US and Japan took the | 
tively, leaving 15% for the EEC. The 
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"increased European invest- | 
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ui: drawn from the country reached | 















By Jose Galang in Manila 


Perceived in: at 
in the Philippin 
tical situation” 
F tinue to. cloud th 
vestment climate 
while new in 











































































I ments are at p 
old trickling in, 
some substantial foreign projects E 
studied. Japanese investments are 
pected to grow substantially in coi 
months, according to Japanese expe 
as the stronger yen pushes up operat 
costs in Japan. 

Yutaka Miyahara, director of. 
Manila office of Jetro, says most 
.quiries are, from medium-sized. firm 
wanting to produce for export mark 
Some investors are looking specifica 
at enterprises sequestered by the 
government in its drive to retrieve a 
legedly ill-gotten assets from the Ma 
cos years. 

Miyahara expects Japanese inves 
ments to start flowing in early 1987 
after scheduled local elections in March 
and the ratification of a new const 
tion. These should give legitimacy tot 
new administration. 

The Japanese, like other prospecti 
foreign investors, are also intereste 
“the better companies" among the n 
performing assets of the government fi: 
nancial institutions — Philippine - 
tional Bank and the Development Bar 
of the Philippines — which. are bein 
considered for privatisation. e 

Many of these firms were E 
over by the Marcos government fro 
"cronies" unable to keep them afloat 
the financial crunch of the early 198! 
There is a belief that many 
sold to private interests at 
prices. 

Net foreign investment in Ja 
April this year rose to US$40 
from. the year-earlier figure of 1 
miflion, according to the Central B 
of the Philippines (CBP). A net ou 
of US$26 million was recorded d 
the comparable period in 1984, Bi 
the four-month total this year, 
US$3 million was really new- 
ment and US$4 million reinvested. 
ings: US$25 million represented tec 
cal fees and other expenses in 
red by local outfits converted — 
equity. 

The practice of capitalising lo 
local firms has intensified since: 
| when a serious foreign-exchange € 
prompted the government to restric 
 patriation of profits and other paym 
abroad by foreign companies. I 
first four months of 1986, capital 



























mity: Mnvestibents actually ted t« 
ülippine projects in the 15 years. te 
84 amounted to some US$2.35 -bil- 


Japanese. investments in the Philip- 
es in the year ended March 








million in 12 projects in the pre- 
ig year. Total approved invest- 
nts from 1951 to March 1986 
je to US$892 million, or 6. 6% of 
otal investments in the Asean coun- 


-Jetro officials believe, meanwhile, 
that Japanese investors are still at- 
racted by the Philippines’ low labour 
costs. Loca! Japanese joint ventures 


and some toy-makers, are quietly ex- 
anding capacities. 


S. investment will remain substan- 
d tial as well, despite nationalists’ 

- calls for increased emphasis on domes- 
tic capital. Most of the US investment 
came to the Philippines during the coun- 
trys drive for import-substitation. 

|. Thus, recent policies favouring export- 
oriented industries have been criticis- 
ed by some US businessmen. who say 
the policy shift is a betrayal of ear- 
lier commitments to foreign investors. 

Among such critics are the local arms of 
US tyre-makers, some of which have 
threatened to move elsewhere in Asean 
if current policies are unchanged, and if 
imports of competing products are li- 
beralised. Philippine offictals, however, 

not appear to be bothered by these 
eats. 

Fears, over a series of strikes 
REVIEW, 7 Aug.) may begin to subside 
lowing a firmer government attitude. 

S corporations claim to have been 
ific targets of the strikes, though 


ntain that economic demands — and 


ain motivations for strikes. 





ised workers, | 
0.6% of the entire workforce, 
enter into the picture when 








Obots at home. l 
far as growing protectionism in 
Vest goes, most loca! affiliates of 
ign companies do not seem worri- 















contend that local operations 
p mostly for domestic markets 










neo of f which US investots rape g 


ounted to some US$61 million - 
-d in nine enterprises, compared to — 


such as Yazaki-Torres, Pilipinas Kao | 


rnment officials and labour leaders | 
nationality of employers — were | 
heightened militancy among | 


who represent a | 


companies consider increased | 





st place. Although the domestic. 

nains weak, programmes to 
ic activity through mas- | Se 
Ie spending ir in rural areas. it e 


LE panese , "ms wiiich 
have | already found 
| their, way to Singa- 
| pore, 
manufacturing — far 
and away the biggest 

CHITO] presence in any Asean 
country after Indonesia. All the bigger 
Japanese enterprises have represen- 
tatives in Singapore. They will be ex- 
panding their investment. Matsushita. 
for one has just opened a $$30 million 
(US$13.93) automated production line 
for precision motors. Ín the past, most 
of the investment of the top concerns 
has béen intended to produce consumer 
manufactures for third countries. This 
will change towards producing finished 
goods and components for Japan. 

A new wave of small and middle- 
sized Japanese firms are starting to ar- 
rive in Singapore. Yoshikawa, a deter- 
gent maker, says it will set up one of the 
worlds biggest lanolin plants worth 
S$100 million in the republic. Ishihara 
Sangyo Kaisha is spending $$387 mil- 
lion to produce titanium dioxide for 
paints. Each firm has a large share of a 
small worldwide niche, in contrast to 
the conglomerates which dominate Ja- 
panese manufacturing in Singapore at 
the moment. 

Japanese investors continue to be- 
moan the lack of supporting industries 





Pick the NICs 
for best returns 


By Cari Goldstein in Taipei 


The scale of the yen’s 
l f upward movement 
| against the US dollar 
| | has made the logic of 
overseas investment 
| increasingly irresisti- 
| di ble to Japanese com- 
a Ol panies. Taiwan, which 
| already has US$1.1 billion in direct Ja- 
| 
| 
| 
i 
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| panese investment plus extensive tech- 
nical cooperation and trading links be- 
| tween local companies and Japanese 
manufacturing firms, stood out as an 
obvious choice, along with South Korea. 
. “Since the beginning of this year, 
we’ ve seen a rush of investment in- 
quiries and visiting business delegations 
at levels three or four times higher than 
nom al,” said Nobuo Kobayashi, an 
economic officer at the Interchange / As- 
ciation, which represents Japan’s in- 
teti in I in the absence of dip- 
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| thusiastic participant in a scheme, or- 


 panese investment in Taiwan is concen- 






ing. Philips, he Du& good: 
maker, says it can now by 40% of its 
materials, by value, in Singapore, com- 
pared with 26% in 1975. It is an en- 









ganised by the Economic Development 
Board (EDB), the foreign-investment 
agency, to cultivate small businesses, 
which hitherto have had to struggle in 
the shadow of the multinationals, with 
little help from the government. 

The new attention paid to local en- 
trepreneurs is part of the reforms 
suggested in February by the econo- 
mic committee under Lee Hsien Loong, 


the acting minister of trade and indus- 


try. Singapore wants to be regarded as a 
complete business.centre, rather than 
merely a regional manufacturing base 
~~ which means getting multinationals, 
local firms and financial institutions to 
work more closely together. Services 
and small businesses now merit separat 
divisions in the EDB, where before in 
dustry ruled the roost. The government | 
is now offering a special corporate-tax 
rate of 10% (against the usual 3396) for 
firms setting up their ope?ational héad- 
quarters in Singapore. Data General, 
the US electronics firm, was the first to | 
take advantage of the scheme after it de- 
cided to set up its headquarters for all | 
non-North American business in the | 
city state. | 
The development board used to | 
equate hi-tech with microchips and disk 
drives, forgetting that low-tech goods 
also require skill-intensive processes. 
Philips, which produces unglamorous 








Taipei is making active efforts to en- 
courage potential investors. A. mission 
led by Industrial Development Bureau 
director Hsu Kuo-an and other officials 
spent two weeks in Japan in late July 
and early August giving investmen 
seminars in Tokyo, Osaka, Kobe ant 
Fukuoka. Hsu said they met with a 

| 
| 
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“strongly favourable" reaction on the 
part of company executives attendin 
the sessions, most of whom represente: 
firms that have not previously invested 
in overseas ventures. Hsu said he ex- 
pected more than 106 new projects to 
result from the trip. 

New Japanese investment during the 
first seven months of the year took over 
first place in overall foreign investment 
from the US, the traditional leader. The 
US$108 million of newly approved Ja- 
panese investment during this period 
represented 46% of total foreign invest- 
ment of US$234 million. By compari- 
son, Japanese investment amounted to 
only 33% of overall foreign investment 
frons 1980-85. (Taiwan only releases. 
statistics on approved, rather. than. ac- 


tual, foreign investment. ) Existing Ja- 














trated heavily in the manufacture .of 
machinery, consumer electronics nt 









TV. sets, and consumer goods such as 
irons,.says it believes the economic 
committee has helped to change that 
view. Its Singapore operations, whose 
post-tax profits fell to. $$3 million last 
year from S$80 million in 1981, have a 
hetter future in the republic, now that 
wage costs and taxes‘have been cut. 


T: fall in the Singapore dollar against 
both. European. currencies and the 
yen is also helping. First. Deputy 
Prime Minister Goh.Chok Tong is vi- 
siting Western Europe in September, 
while other ministers made pilgrimages 
to-Japan and the US earlier this year. 
The government is trying harder be- 
cause, like the rest of Asean, foreign-in- 
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electric appliances. New investment is 
also expected to come into these areas. 
Economic officials in Taipei said 
they expected even bigger increases to 
be reflected in statistics for the full year 
nd 1987, barring a major rise in the NT 
jollar, since considerable time is neces- 
sary for new investors to find local 
partners and receive the necessary ap- 
ovals-by the Economic Ministry's In- 
'estment Commission. 
M any of Japan's manufacturing 
giants have long had subsidiaries or 
joint ventures in Taiwan, or else main- 
tained technical licensing agreements 
with local firms. Up till now, most of 
these companies — which include Sony, 
Sanyo, Matsushita, Hitachi, Mitsubishi, 
Toshiba and others — have concen- 
trated on the domestic market, leaving 
their Japan-based manufacturing plants 
to serve export markets. 

Recently, however, they have begun 
transferring export-oriented production 
to subsidiaries in Taiwan — as well as 
South Korea and Singapore — as the 
strong yen has made certain types of 
manufacture in Japan uneconomical. 
Matsushita announced in Tokyo that it 
. would no longer manufacture stereo 
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last year to S$904 million, its lowest 
level since 1979. This is more worrying 
for Singapore because it is much more 
dependent than other countries on capi- 
tal inflows. 

Its resource-gap (the excess of in- 
vestment over savings) is traditionally 
bigger than anywhere else in the region. 
Foreign-investnent commitments fell 
by a further 6% to S$446 million in the 
first half of 1986, while local manufac- 
turers planned to invest S$145 million, 
slightly more than in the same period 
last year. Domestic investment has 
comprised between 13% and 32% of the 
total since 1979. 

To lure multinationals, Singapore 
makes no  local-equity 
stipulation, in contrast to 
other countries in the re- 
gion, and its tax incentives 
are among the rosiest in 
the world. The EDB offers 
nine different fiscal in- 
centives, ranging from 
concessions for interna- 
tional consultants to a 
soon-to-be-introduced 
10% tax rate for com- 
panies for five years after 
the first 10-year tax holi- 
day has expired. Glaxo's 
Singapore post-tax profits 
in the year to June 1985 
were $$275 million on 
sales of S$287 million, 
thanks in part to the pano- 
ply of incentives. 

The average rate of re- 
turn for US manufacturing 
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equipment with a unit price below 
US$100, but rather would move its pro- 
duction to Taiwan and Singapore. 
Hitachi is to begin making compact-disc 
players at its plant in Kaohsiung, even- 
tually taking on a large portion of the 
36-42,000 units a year it is currently 
shipping to the US. 

Tadashi Takeushi, president of 
Taiwan Hitachi Co., said a new air con- 
ditioner factory in the northern town of 
Taoyuan was nearing completion and it 
would export 25% of its output, primar- 
ily to Hongkong and the Middle East. 
Previously, the facility had been plan- 
ned to make only domestic-market var- 
ieties, but the appreciation of the yen 
had led to the installation of new pro- 
duction lines to handle export models. 

Takeushi said Hitachi’s separate 
Kaohsiung-based subsidiary had also 
begun exporting new, more expensive 
colour TV sets and stereo equipment 
that used to be manufactured in Japan. 
Major calculator manufacturers Casio, 
Sharp and Canon were also planning to 
move substantial production to Taiwan, 
according to reports from Tokyo. 

Taiwan’s overall export boom — 
which the appreciation of the yen has 


helped considerably — strengthened 
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| investment in Singapore from 1979-84 |. 
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was 35%, compared with 23% in Tai- | — 
wan, 17% in Hongkong and 1596 in 
South Korea. And protectionist pres- 
sure on Singapore goods is weaker be- 
cause it has never built up big trade - 
surpluses with the US. D CO 

Although profits will have fallen in |. 
Singapore since 1984, it still makes it | - 
difficult for many multinational em- | 
ployers to justify adhering to the offi- |. 
cially desired wage restraint. Un- | 
employment hovers above 6%, büt | — 
many employers report that job-hop- | — 
ping continues apace. Since labour will |. 
always be in tight supply, particularly | 
for manufacturers, the government is | 
keen to see automation progress as fast | 
as in the developed countries. The gov- | - 
ernment is offering cheaploansandsub- |. 
sidised consultants to help firms auto- | 
mate. The pressure to robotise is | 
strongest in electronics, where | 
worldwide demand fluctuates so widely | . 
that Singapore’s tiny labour market can | 
move from feast to famine in a matter of | 
weeks. 

Electronics will remain extremely 
volatile, but the trend in Singapore is - 
unlikely to change. Foreign investment 
in the electrical and electronics industry | 
totalled S$2.1 billion (in gross fixed as- 
sets) in 1983, 19% of the totalinwardin- | | 
vestment in manufacturing, compared | 
with 12% in 1978. Its share will have | 
risen substantially since then. Invest- | | 
ment in petroleum refining was the |. 
largest category, with 38% of total | 
foreign assets in 1983, but its share is | 
likely to fall along with the oil price. — |. 
— Nigel Holloway | 
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Japan’s position as Taiwan’s major | 
supplier, as imports rose 30% to US$4.3 — 
billion. Taiwan’s deficit problem thus | 
took a sharp turn for the worse, as the | 
gap in bilateral trade widened by 44% | 
over the January-July period in 1985. | 

The currency shifts served to | 
strengthen the triangular trade relation- | 
ship Taiwan enjoys with the US and | 
Japan, leading to the massive structural | 


surplus in its US trade, which amounted | 
to US$7.5 billion through July. Essen- - 
tially, Japan supplies the capital equip- | 
ment, mechanical and electrical compo- | 
nents, and raw materials for the man- | 
ufactured goods Taiwan exports to the | 
US and elsewhere. Ero 
Japan's interest in Taiwan lies in its. | 
favourable conditions for less sophisti- | 
cated assembly processes. Businessmen | 
and government economic officials said — 
the technical licensing agreements | 
which most Japanese companies ei- | 
tered into with local companies care- |. 
fully limited the local partner from gain- | 
ing access to the most sophisticated | 
technology. *The Japanese are very | 
protective of their technology," com- . 
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plained C. K. Wang, the executive | 
secretary of the Investment Commis- | 
sion. ? 







i ie le SESS 

- * f o> FU 

r LUPE pa "es PLIIST 9 MITIU A 
"$ " - 


"I * - Gi | Deg! 

+ «x dy Ld | B < Tej s 
WW os x Ü es f “a 
an = 2 | . da 


By Paul Handley in Kuala Lumpur 


Prodded by the strong 
yen and high Singa- 
pore wages. Japanese 
" giants such as Matsu- 
shita, Hitachi, Sharp, 
Fujitsu and others 
have in the past year 
E: expanded their Ma- 
laysian operations, doing full assembly 
of.air cenditioners, TV sets, car bat- 
teries and similar goods for the domestic 
market and for export to Japan and else- 
where. A similar trend can be seen in 
some US and European companies 
which are moving middle-technology 
operations to Malaysia while leaving 
more-advanced operations in Singa- 
pore. 

Two things work against Malaysia: 
first, many Japanese consider the 
domestic market too small to rationalise 
unprotected higher-technology invest- 
ments; secondly, every other country in 
the region is pressing Japan to build 
higher-value-added import-substitution 
and export industries on their territory. 

In addition, Malaysia is felt to lack 
an adequately trained labcur force cap- 
able of absorbing more technology-in- 
tensive industries. In plastics, electro- 
nics, and fabricated metal products — 
| light, low-technology manufacturing — 
-] Japanese investment will grow. But the 

quality of this investment will be at 
levels Malaysia could have absorbed 
many years ago. 
Foreign investment in Malaysia has 
not slowed substantially, but it is not 
|. | moving towards higher-value-added, 
| higher-technology industries as it has in 
Singapore, Taiwan. and South Korea. 
Malaysia wants to get out of the league 
of repositories for lowest-wage, lowes:- 
technology investment — a spot filled 
by Thailand and Indonesia where wages 
are as low as a fifth of Malaysia’s. 

Malaysia’s work environment sets it 
nearer the newly industrialised coun- 
tries, such as Singapore: education 
levels are high, and the infrastructure is 
well-developed. Malaysia offers wages 
nearly half those of Singapore, with 
worker abilities higher than Indonesia 
and Thailand. 

But Malaysia extends the gestation 
period for new investmerts to more 
| than two years. This is far longer than 

Singapore, and nearlv as long as 

Jakarta. The number of trained techni- 

cians and engineers is sparse, limitin 

the ability to a:tract bighercvalus mdddn 
industries and absorb technology. 

Foreign investment has been weight- 

- ed heavily in manufacturing since New 

| Economic Pol:cy (NEP) prcgrammes ir 

the 1970s forced the divestiture of tin 
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hi-tech eludes Malaysia 


mines and plantations into local hands. 
Figures vary widely, but it appears that 


Singapore is the leading source of 


y/ 


foreign investment, with 2776, followed 
by Britain. the US and Japan each with 
about 17%, and Hongkong with 9%. 

At end-1984, about a quarter of all 
fixed assets of foreign investments were 
in electrical and electronic-goods pro- 
duction. Another 15% was in food pro- 
cessing. An estimated 75% of US non- 
oil investment is in electronics (mostly 
semiconductors), while about 15% of 
Japanese investment is in the same sec- 
tor, and another 17% in food process- 

| in 


Much of the US and European elec- 
trical/electronic-sector investment is in 
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FTZ worker: high investment area. 


the free-trade zones (FTZs) of Peninsu- 
| lar Malaysia. The Japanese and Sin- 
gaporeans are stronger in manufactur- 
ing for the demestic market, but their 
FTZ presence is growing. 





he carrot-and-stick approach of 

Prime Minister Datuk Seri Mahathir 
Mohamad's famous Look East doctrine 
brought a sharp change over the past 
five years to the character of Japanese 
investment. Government-driven, heavy- 
industry projects, whose viability in 
thinly populated Malaysia is widely 
questioned — an integrated natural-gas 
and industry site in Sabah, a steel plant 
on Peninsular Malaysia, and the Proton 
Saga, the national car project — have 
been backed by tens of billions of yen 
and Japanese technology. 

None of those projects is in good 





shape, and it is now feit that investment 
would be better used in improving the 
light-manufacturing base for domestic 
and export markets. The government 
now wants to steer investment into re- 
source-based industries, cement pro- 
ducts, fabricated metals, plastics and 
flat steel products, basic machinery 
components, and electronics and elec- 
trical items for consumers and industry. 

The problem is getting the higher- 
quality investment in these areas. Aside 
from the small Malaysian market, there 
are other barriers. The incentive system 
has a strong bias against exports (except 
in the case of the 100%-exporting firms 
in the FTZs), supporting more import 
substitution. 

“Very disturbing," analysts say, Is 
the shortage of technicians and en- 
gineers. The firms which are putting 
their lower-value-added operations in 
Malaysia are leaving their research and 
development arms in Singapore. 

This is the crux of the “quality” as 
pect of investment, and it is where Ma 
laysia will suffer in the long 
run. If it is labour-intensive 
investment. it is likely to be 
based in Thailand and Indo- 
nesia. Although their incen- 
tives and infrastructure lag 
those of Malaysia, labour is 
cheap and the local market 
large. 

The Malaysian Indus- 
trial Development Author- 
ity (Mida) has since May 
been soliciting complaints 
from foreign investors. 
Many investors told Mida of 
their worries about labour, 
the NEP and work-permit 
issues, and complained of 
the lack of royalty agree- 
ments with other countries, 
which discourages the intro- 
duction of advanced tech- 
nology into Malaysia. Ma 
laysia’s corporate-tax rate i: 
higher than Singapore's, 
they complained. 

Foreign investors do not 
object in principle to the NEP, but for 
the most part they want to retain con- 
trol, even if the investment is oriented 
to the domestic market. In principle, 
this is still not allowed unless the tech- 
nology level is an undefined “high,” 
though recent examples show the gov- 
ernment will budge. In May, the gov- 
ernment approved a plan to allow the 
foreign shareholder of Rothman’s of 
Pall Mall (Malaysia) to retain their 50% 
holding, after lengthy negotiations. 

Japanese investors are likely to 
favour Malaysia — increasingly, for the 
export market. But the question they all 
see, past the small issues, is that Malay- 
sia's workforce does not measure up to 
Singapore's in ability. Lack of technical 
abilities means the workforce cannot 
react quickly to the rapid-fire changes in 
electronics technology. 
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| . Who guarantees you an Assured. 


— e Reservation and a room that’s 


: d - ? 
JP e perfect in every respect: 


Book a room at any one of 25 
Holiday Inn hotels in Asia/Pacific 
and charge it to your American 
Express® Card. Then relax. With 
American Express and Holiday 
Inn working hand-in-hand, you 
know that your room will be 
waiting for you — no matter how 
late you arrive on the day that 
you booked. 

The American Express® Card 
Assured Reservation, and a 





Rudiger Koppen 3 ‘Gag 
Senior Vice-President and Managing Director Room Guarantee from Holiday 
Holiday Inn International Asia/Pacific Inn that promises your room will 


be up to the chain's stringent standards, make an unbeatable com- 
bination. Together they mean peace of mind for today's busy traveller. 

with Holiday Inn and American Express, its the small things in 
life that count. And between us, well guarantee it. 


* Our room guarantee means your room will be right. It will be clean, everything will work properly, 
and youll have enough of everything you need. Or we'll make it right. Or that night you stay free. 







-A © Holiday Inn and 
Á 9. * the American Express Card. 


C 
82229 The American Express Card. Holidoy Su. 


. Don't leave home without it. International-Asia/Pacific 


Holiday Inn Hotels In Asia/Pacific..we care about the small things in life. 





Lido Beijing * Bombay * Colombo * Golden Mile Hong Kong * Harbour View Hong Kong * Islamabad 
Johor Bahru * Kanazawa * City Centre Kuala Lumpur * On The Park Kuala Lumpur * Karachi ¢ Kuching * Kyoto 
Manila « Nagasaki « Nankai-Osaka * Narita « Penang * Park View Singapore * Royal Singapore 


Surfers Paradise Gold Coast e Menzies Sydney * Tokyo * Toyohashi * Yokohama 





Minolta zoom copying 
comes into full bloom. 
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MINOLTA ADVANCES ZOOMING 


EP4/07 


e With Triple Paper Stacker, Automatic Dccument Feeder cnd 20-Bin Sorter options installed 


Minolta EP470Z. 
The full potential of zoom copying realized. 


| R 


With the advent of the new Minolta EP470Z, zoom copying 
has entered a new, more-automated era. An expanded 1031-step 
zoom range (X0.610-1.640) now permits the enlargement of 
documents as small as B5 to as large as A3 and the reduction of 
documents as large as A8 to as small as B5 in a single time- 
saving step. 

Beyond its expansive zoom range, the EP470Z is extremely 
innovative. Book Copy, for example, allows the simultaneous 
copying of both left- and right-hand pages of an open book on 
two separate sheets of paper, reducing tiresome page 
repositioning by half. Book Copy 

Margin making, too, has been fully automated. EP470Z 
[mage Shift makes margins simultaneously as you copy. Choose 
from 5-, 10- or 15-millimeter widths, perfect for hole-punching 
and subsequent filing. For documents with too little space for a 
margin, the copy's image can be reduced to an appropriate size at 
the touch of a key. 

Minolta has also automated the conventional single sheet 
bypass and made it into a Multiple Sheet Bypass, allowing 
automatic feeding of up to 20 sheets of paper. Another feature, 
Anamorphic Zooming, can make you more creative. And a range 
of exciting new options improve EP470Z efficiency still further; 
one, Minolta’s semi-automatic Duplexing Unit, greatly simplifies 
the copying of documents on both sides. Other options include a 
Triple Paper Stacker to simplify the handling of paper in multiple 
sizes, and a 2000-sheet Large Capacity Cassette to meet high- 
volume copying needs. 

Above all, you can depend upon the improved Minolta 
Micro-Toning System to provide copies with the same superior 
copy quality— even when enlarging or reducing — that Minolta 
asers worldwide have come to rely upon. In addition to the 
EP4707Z, there's an entire family of other diversely-equipped 
Minolta zoom copiers to choose from; one to fit virtually every 
business application. Raise your productivity; visit your nearest 
Minolta dealer soon and start zooming the Minolta way. 
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EP3507 EP45OZ  EPb507 EP6507 MINOLTA 


MINOLTA CAMERA CO., LTD., Business Equipment Operations, 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka, 541, Japan 
See the EP3502/EP4502Z/EP5502/EP6502/ EP470Z at these Minolta subsidiaries and distributors: 


Bangladesh Brothers International Ltd. National Scout Bhaban, Inner Circular Road, Kakrail Dhaka, Philippines — Topros Inc. Topros Building, Banawe Cor., Atok St., Quezon City, Metro Manila 
G.P.O. Box No. 767 Phone: 400042, 404929 Phone: 732-14-21, 711-41-11, 711-41-13, 711-41-15 
Hong Kong Minolta Hong Kong Ltd. Room 208, 2-F., Eastern Centre, 1065, King's Road, Quarry Bay Singapore Minolta Singapore (PTE) Ltd. 10, Teban Gardens Crescent, Singapore 2260 
Phone: 5-658181 - Phone: 563-5533 
India Methodex Systems Pvt. Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi 110019 Taiwan Santa Office Machines Corp. 11 FI. 75, Sec. 4, Nanking E. Road, Taipei 
Phone: 682475, 682476, 681826 Phone: (02) 715-5001 
indonesia P.T. Perdana Nirwana Abadi Co., 67B JI. Krekot Raya, Jakarta Pusat Phone: 372609 Thalland Technical Supply Co., Ltd. 1808-1812 Kasemrat Road, xsv Bangkok 10110 
Malaysia City Marketing Sdn. Bhd. Wisma Cestel, No. 4, Jalan Kilang (51/206), 46050 Petaling Phone: 252-9155 to 7, 249-0359, 249-0345, 249-4767, 249-4426 t0 
Jaya, Selangor Phone: 03-7921033 (10 lines) Australia Océ-Austrclia Ltd. 89 Tulip St., Cheltenham, Melb. 3192 Phone: 584-1011 
Pakistan Allied Equipment Ltd. First Floor, Nelson Chambers, 1.1. Chundrigar Road, New Zealand Viko Holdings Ltd. 33 Broadway, Newmarket, C.P.O. Box 220, Auckland 


G.P.O. Box 680, Karachi-] Phone: 219338, 210146 Phone: 505-449 








Over the past forty years the 
Far Eastern Economic Review has 
developed its reputation as the 
unchallenged voice of authority 
in Asia. 

People who subscribe to and read 
the Review are in top or operative 
Management. They are the leaders 
in all fields of industry, finance and 
- government. 

They are the Decision Makers. 
The people who have the power to 
say: Yes. | 

Advertisers of quality products 
and services know that when they 
talk through the Review, Decision 
Makers listen. 
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è JAPAN is often wrongly accused of 
discriminating against foreigners, not 
least in financial transactions. The truth 
is that foreigners more often are caught 
in the crossfire of discriminatory prac- 
tices among Japanese themselves, who 
delight in casting lines of separation ac- 
cording to size, shape, feeling, and oc- 
casionally status and historical back- 
ground. 

Pity the over-worked souls at the 
Ministry of Finance (MoF) who, in the 
ghostly hours when the lights of other 
government offices in Kasumigaseki are 
dimming, labour over the creation of 
new, non-discriminatory categories into 

hich foreigners can be dumped. Un- 
fortunately, the MoF is not always so 
^onscientious or caring, and slips back 
nto centuries-old attitudes as though fi- 
nancial liberalisation were occuring un- 
assisted and at the speed the publicity 
handouts promise. 

Take, for instance, the sale of Nip- 
pon Telegraph and Telephone Corp. 
(NTT) shares, undoubtedly the most 
expensive chunk of equity ever offered 
in Japan. This public offering, to be 
made around November, is about as 
public as the Emperor’s bath house. In- 
dividual Japanese investors are sup- 
posed to be able to buy them, but the 
price will be hugely inflated, and con- 
trolled by the few in the interests of the 
few. Foreigners (individuals and com- 
panies) are prohibited by law from own- 
ing them, though foreign securities 
companies in Tokyo must have been 
pleased to hear they would be allowed 
to process Japanese applications. 

This share sale is a replay of an ear- 
lier charade, with only the dimensions 
changed. NTT was supposed to have 

een “privatised” on 1 April 1985, an 
event Shroff regards as an April Fool's 
joke of dubious quality. For one, mem- 
bers of the telephoning public were 
promised a choice of telephone-set 
make. If the NTT receiver was awkward 
to the touch, or the colour clashed with 
the office curtains, feel free to choose 
another brand, and NTT would install it 
— if not gleefully, then at least without 
prejudice. 

Shroff put this public-relations 
promise to the test, asking NTT to coop- 
erate in the installation of four non- 
NTT telephones which — by some fluke 
of manufacturing efficiency — were half 
the price of NTT models. But no such 
cooperation was forthcoming. NTT 
telephones were best and other tele- 
phones might not work, even with the 
pushing of the right buttons, said NTT. 
Connecting a phone of one’s choice 
could take weeks, if not months. 

Yet from the masters of public 
relations, Shroff had occasioned 
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April Fool's Day (revisi 


to receive a handout titled 
Japan's home-telephone rev- 
olution, which ventured thus: 
“On 1 April, the monopolis- 
tic Nippon Telegraph and 
Telephone Public Corp. went 
private, and simultaneously, 
fierce competition broke 
loose in Japan's telecom- 
munications field. Possibly 
the most competitive of the 
newly deregulated areas is 
the home-telephone mar- 
Ket.” 

NTT, the world’s biggest state tele- 

communications monopoly and third- 
biggest Japanese company in terms of 
pre-tax profits after Toyota Motor Co. 
and Tokyo Electric Power Co., earned 
revenues of ¥4.93 trillion (US$32.2 bil- 
lion) in the year to 31 March, for after- 
tax profits of ¥175 billion. Fully 86% of 
revenue derived from telephone sales 
and installations. 
e THE MoF as the sole shareholder 
holds 15.6 million NTT shares and the 
shareholder meetings are a spectacle to 
behold. At the last such, on 26 June, a 
MoF official sat on one side of the table, 
facing no fewer than 30 NTT officials on 
the other side. During the reading of 
NTT's results for the previous year, the 
MoF representative reportedly re- 
peated six times that he had no objec- 
tion. There may be as many as 2 million 
shareholders by the time of the next 
meeting, and it is going to be interesting 
to see who among them is allowed to 
attend the meetings, and whether they 
will be allowed to ask questions of man- 
agement (which shareholders usually 
are not). Š 

The MoF is selling off about half its 
NTT ownership over five years, and up 
to 1.95 million shares in November. 
Most will be sold by ballot. The price 
has not been fixed. Earlier, MoF let slip 
a probable price of around ¥218,000 
each (the NTT asset value per share as 
calculated by the MoF), or more than 
four times the par value of ¥50,000. 
That would bring the government about 
¥ 425 billion, which the MofF said it 
would use to pay off some of its public- 
bond debt. 

It now transpires that each NTT 
share could cost from X 300,000 to ¥2 
million. All will depend on a pre-ballot 
auction of 200,000 of the shares to be 
opened by the MoF Finance Bureau in 
October. The MoF intends to use the 
bidding level as a reference point for the 
November sale price. The minimum bid 
is 100 shares; the maximum, 20,000. 

Ten securities companies could strip 
the auction and walk away with the lot, 
as long as they deposit 3076 of the value 
of their bid with the Bank of Japan 


representative, the 











































's sole shareholder. ANKE! S 
(BoJ, the central bank) or obtain aBoJ | 
guarantee for the same amount. This | 
would enable the securities firms to set | 
the price at whatever amount suits. | 
Which individuals and non-securities | 
companies manage to bid the appro- | 
priate price is a question whose answer | 
should illuminate some close and in- | 
teresting connections. D 
€ AS for the (Japanese) public, indi- | 
viduals and companies will be able to | 
place orders in the November ballot | 
with securities companies for any | 
number of the remaining 1.65 million- | 
1.75 million shares in this first-lot sale. | 
But no investor is likely to acquire more | 
than one share. If the number of shares | 
ordered exceeds those available (the | 
most probable scenario), each investor | 
is allocated one share, regardless of | 
whether he ordered 1 or 100 shares. * 

The remaining shares will be allo- | 
cated again by ballot to those having | 
ordered two or more shares, and so on. | 
If the number of people or companies- | 
ordering the shares exceeds the num- | 
ber available, some applicants will miss | 
out. For them, a few NTT shares may | 
be available in January after NTT | 
lists on the eight Japanese stock ex- | 
changes. "M 

Guessing the post-auction price is | 
one of the most popular games in town | 
at the moment. Given the results of one | 
survey by a Japanese financial | 
magazine, which showed nearly 500 re- _ 
spondents willing to pay an average | 
3* 750,000 a share, Shroff thinks ¥1 mil- | 
lion a piece (20 times the par value) is | 
too low an estimate. a 

But why so high a price for astakein | 
a newly deregulated company, anentity | 
threatened on all sides by aggressive — 
competition from new Japanese tele- | 
communications companies itching for - | 
a slice of the US$30 billion-a-year-mar- | 
ket (not to mention the impending | 
onslaught of foreign telecommunica- | 
tions suppliers)? Well, Japanese invest- | 
ors are not as gullible asthat. Theyseem | 
to instinctively know a good buy when | 
they see one, and what could be a better | 
buy than a stake in a monopoly as re- | 
laxed and convincing as NTT? | 
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| coal production. 


| The resource-rich northeast 
| been described as the battleground of 
| ambitions on which Russia and Japan 
| fought for territorial control early in this 
| century. Under Japanese colonial rule, 
| Manchuria was the earliest region to 
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| By Louise do Rosario in Shenyang 


| "The northeastern provinces of Liao- 
| M ning, Jilin and Heilongjiang, once 
| . China's locomotives of industria! deve- 
. lopment, are running out of steam. 

. The region's decline has been slow 
ij , but significant. Its contribution to na- 
| tional economic output (measured in 
s of gross value of :ndustrial and 
| agricultural output, or GVIAO) fell ` 
| from 17% in 1957 to 14% in 1982, and 
| further to 12% in 1985. Its industrial 
| growth (excluding village-level indus- 
| tries) of an average annual 12% in 1984- 
. 85 was particularly unimpressive, when 
| compared to growth rates of areas alon 

| the southeastern coast (23% and 27% 
| for Jiangsu and Zhejiang, respectively) 
| and the south (23% for 
| 21% for Fujian). The national average 
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In the domestic market, where com- 
| petition is now encouraged, the once- | 
.| dominant positions of some of the re- 
| gion’s products are being eroded. 
.| Liaoning chemicals, 
.| popular, are competing with some simi- 

. lar products from Jiangsu, Henan and 
.| Shanxi, industry sources say. Even in 
.| the machinery sector, in which Liaoning 
| was always the No. 1 producer, there 


once the most 


has 


industrialisatior. 


. After 1949, the region continued to re- 
| ceive priority in development: a third cf 
| the 156 big engineering projects under 
| the first five-year plan ( 

| located here. It was also a major reci 
| pient of Soviet aid in the 1950s. 

| Today, the region is still a key indus- 


952-57) were 


| trial base, with the Anshan steel plant, 
| the Daging oilfield, the Changchun 
| Motor-Vehicle Factory and other large 
| enterprises. It accounts for a quarter of 
| national iron and steel output, half of 
| total petroleum output and a third of al! 


is . But while other equally old indus- 
| trial bases (such as those along the 
| southeastern coast) have responded tc 
| new challenges and are enjoying a new 
| phase of prosperity, the northeast's 
| economy has not shown the same kind 
| of vitality. This is apparent even to a 
| casual visitor: free markets and private 
| merchants — the most visible, if simplis- 
| tic, measure of a Chinese region's com- 
. mercial environment — are few in 
. number, and sell few goods. 
E Many blame the northeast’s slide on 
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industrial power fade 


politics: the region was in the past a well- 
known leftist stronghold. Li Desheng, 
once a close associate of the Gang Of 
Four, was the regional commander of 
the Shenyang military region (covering 
the three northeastern provinces) for 12 
years. He was removed only in mid- 
1985. But besides what may be an ill- 
starred political background, the north- 
east suffers from problems shared by 
other old industrial centres, such as 
Shanghai. 

First, there is the dominance of large 
state-owned enterprises, which are the 
least responsive to reform. Assured of 
state capital, raw materials and buyers, 
these enterprises have limited incentive 





A Oil Coal mines [F] Timber 
(A Steel & machinery g Light industry 
å Power stations ¢ Dairy centres 


or ability to experiment with new pro- 


duction methods. Because of their 
strategic importance, such firms are 
likely to be subject to rigid state plan- 
ning for a while. 


bed technology and obsolete - 


machinery — common problems 
nationwide — are particularly serious in 
the northeast. It was industrialised ear- 
lier than many other areas — thus its in- 
dustrial base is older — and it has suffered 
from the tapering off of state investments 
as development priorities changed. Ac- 
cording to 1983 statistics, industrial as- 
sets thrcughout the region had depre- 
ciated to 60% of their original value. 
Most equipment dates back as far as the 
1940s, lagging behind most areas of 
Europe and the US by 20-30 years, Red 
Flag, the Chinese newspaper, wrote re- 
cently. 
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-75) five-year: plans, when the 
focus of national construction shifted 
from the north and the coast to inland 
areas. Heavy-industrial plants in the 
northeast, which r&qvire large amounts 
of investment to jd modern and 
competitive, suffered the most. “The 
rucial equipmetit'of guite a few key en- 
terprises is in a state of serious aging,” 
said Red Flag. ' "^ 
Energy  shortdges are another 
bottleneck. Despite its rich oil and coal 
resources, the region still needs to ac- 
quire substantial amounts of coal from 
elsewhere to run its industry. Mining of 
coal — the main fuel for running fac- 
tories — has sufféred both from current 
production problems and from neglect 
of old mines. From 1970-82, coal output 
in the northeast increased by a modest 
annual average of 1.5%, compared to 5- 
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7% for other regions. 
Power-generating capacity has also’ 
lagged, increasing 5.9% annually be 
tween 1963 and 1983, cort 
pared to the national aver- 
age gains of 10%. One offi- 
cial report said the short- 
age of electricity has left 
idle 2095 of the production 
capacity and caused a Rmb 
20 billion (US$5.4 billion) 
loss in output value each 
year. 

Rural industry — whose 
boom has contributed to 
high industrial growth in 
recent years — has also 
fared poorly in the north- 
east. From 1978-84, rural 
industries’ share of the 
national industrial out- 
put rose from 6.8% to 
15%, The share is as 
high as a third to a 
half in prosperous areas, 
such as Jiangsu and Zhe- 
jiang. In the northeas 
the ratio is among tWi 

evewwe nation’s lowest (Liaoning, 
8%; Jilin, 6% and Heilongjiang, 3%). 

Although a major producer of grain, 
soyabeans and sugar beets, the rural 
northwest contributes less than 30% of 
the region’s GVIAO. Last year was par- 
ticularly bad, with a 9% decline in ag- 
ricultural output — the result of serious 
floods and other natural disasters. 

It seems likely that heavy industry 
will continue to be the backbone of the 
region's economy, given its existing 
large heavy-industrial capacity and the 
limitations in expanding its light and 
rural industries. Peking pumped Rmb 
7.34 billion (or a sixth of the total 1985 
national expenditure for technical reno- 
vation) into the region's factories. 
Liaoning got the largest share: Rmb 

4.28 billion, or 55% more than its 1984 
allocation. | 

Greater inter-provincial cooperation 
is seen as one possible means of speed- - 
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Northeast Economic Region Planning 
Office was set up in 1985 under the state 
council. dab | 

Peng Mengyu, the office's deputy di- 
rector, believes the. potential for such 
cooperation is great, with the region's 
extensive integrated, railway network 
and the similarities of the provinces' in- 
dustrial structures. It is hoped that these 
similarities will make things different 
for the northeast than it has been for 
other geographic regions which have 
tried to increase cooperation. (These 
previous attempts have had limited suc- 
cess due to red tape, provincial rivalry 
and poor horizontal links among enter- 
prises and industries in those regions.) 

One analyst says that, in trying to en- 
liven its economy, the northeast resem- 
bles a chained giant burdened with in- 
herited problems, unable to move 

abead quickly despite its size. Hopes are 
Le placed on the new, younger leader- 
~“*p: Liaoning and Jilin both appointed 

v governors in 1985 who are college- 

educated technocrats. 


Sor economists feel that the re- 
gion, positioned as it is in the far 
north with only one major port (Da- 
lian), should seek closer economic co- 
operation with its northern neighbour, 
the Soviet Union. (Soviet aid, after all, 
gave the region a boost in the 1950s.) 
Zheng Tianli and Tao Yongzhi of Hei- 
longjiang’s Academy of Social Science 
strongly advocated in a recent article 
just such a strategy to fully utilise the re- 
gion’s economic potential. 

The two scholars said that to ease the 
region’s energy-shortage problems, it 
might want to consider buying natural 
gas from the Soviet Union. They cited 
the example of Japan’s participation in 
developing the Soviets energy re- 
sources, in exchange for use of natural 
gas under a compensation-trade deal. 
*^nt efforts to build hydroelectric pro- . 

ts near the Amur River are another 

ossibility: such cooperation existed in 
the 1950s, when relations were better. 

In transport, they said, the region 
should consider building railways link- 
ing the border town of Heihe with 
Blagoveshchensk to promote trade be- 
tween Heilongjiang and the adjacent 
Soviet area. Heihe should be China’s 
northern “window” just as Shenzhen 
(the special economic zone north of 
Hongkong) is in the south, they said. 
Far away from the traditional export 
outlets along the coastal and southern 
areas, the region should target Siberia 
and the Soviet Far Eastern markets. 
And in agriculture, it could concentrate 
on crops (such as soyabeans) which are 
in great demand across the border. 

While these possibilities may sound 
far-fetched, in view of the poor present 
state of political relations, there are few 
doubts that the region will be among the 
first to benefit from any closer Chinese 
ties with the Soviet Union. Oo 








ing up development. To this end, the | 
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Still in the running 


Hongkong’s Dragonair gets guarded support from China 


By Michael Westlake in Peking 
ledgeling Hongkong airline Dragon- 
air has begun another burst of activi- 
ty aimed at overcoming the regulatory 
hurdles which have restricted it to 
operating charter flights with only one 
aircraft. Now at least one section of 
China’s national airline, the Civil Avia- 
tion Administration of China (CAAC), 
is openly giving its blessing to these ef- 
forts. 

But there must be serious doubts 
about how much good this will do 
Dragonair, in the face of China’s own 
ambitious airline-expansion plans and 
the eventual competition Dragonair 
could present if allowed on all its plan- 
ned routes. Internal battles within 
CAAC — both in its upper echelons in 
Peking and between its regional centres 
— make it virtually impossible to pre- 
dict the outcome. 

In early August, Dragonair filed ap- 


pu 


Lhasa: a new destination. 
plications with Hongkong's Air Trans- 


port Licensing Authority (ATLA) to fly 
scheduled services to 14 cities in China 


. — beyond the eight points in China for 


which the ATLA awarded it licences in 
December. (ATLA’s approval of a 
route is the first step for a Hongkong 
airline: next, the Hongkóhg Govern- 
ment must recommend to the British 
Government that the airline be desig- 
nated on the route; the final step in- 
volves Britain seeking the agreement of 
the foreign country involved.) 

In mid-August, Ke Deming, deputy 
director-general of CAAC, China's 
combined national airline and civil- 
aviation regulatory body, told the 
REVIEW that he would be happy to see 
Dragonair flying scheduled services to 
many points in China. He also said it 
was regrettable that British officials 
were “too busy" to renegotiate the Sino- 
British air-services agreement (ASA) 
until early 1987. 

Ke is one of five deputy director-gen- 


erals, and is in charge of CAAC's inter- 


national affairs. He took over the post 
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early this year, having previously held | 
various positions in the aircraft indus- |. 
try, including working as anengineeron |. 
China's Y7 project — a version of the | 
Soviet Antonov An24 medium-range, |. 
high-wing turbo-prop transport. aa 

Ke also said he viewed Dragonair as | 
a Hongkong airline and Hongkong- 
based Cathay Pacific Airways as British | 
— but refused to be drawn on the fact | 
that, for the purposes of ASAs, both | 
Cathay and Dragonair have to be Brit- | 
ish (because Hongkong is at present | 
British territory in aviation-law terms), | - 
and that Dragonair earlier this year | 
rearranged its shareholding so that 68% | - 
of it is now "incontrovertibly British," A 
as one Dragonair man put it. | s 

But some observers feel Ke repre- | 
sents only one of the factions within | 
CAAC's upper echelons. They note | 
that none of the factions have openly |. 


D 
Th. 


supported Cathay’s desire for access to | - 
China and that granting Dragonair - 
scheduled routes would undercut | 
CAAC's access to the market. There | 
are also worries about the effect on | 
CAAC of potential dispersion by | 
Dragonair — the proposed point-to- |. 
point services which would siphon off | 
traffic which CAAC now feeds to these | 
destinations from Hongkong via Can- | 
ton, Shanghai and Peking. Hongkong | 
Government policy, set out late last | 
year, generally permits only one Hong- | 
kong-based carrier for each route. _ | 

Dragonair’s latest applications are | 


for routes between. Hongkong and | — 
Chengdu, Chongqing, Dalian, Fuzhou, |. 
Harbin, Jinan, Kunming, Lhasa, Nan- |. 
ning, Ningpo, Shantou, Tianjin, Wuhan. | 
and Zhengzhou. Taken at face value, | | 
none of them would seem to be suitable | : 
for services by Cathay's Boeing 747s or | 
Lockheed L1011 TriStars. ENG 

Cathay apparently fears that the | - 
granting of these routes to Dragonair | - 
could undercut its own position in fu- 


ture Sino-British aviation talks, when E 
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The usual principle of reciprocity in 






































































gard to Hongkong, which it regards as a 
domestic destination, so that there is a 
ratio of about 8:1 in scheduled services 
.between China and Britain/Hongkong 
in favour of CAAC vs British Airways 
and Cathay. Cathay may feel obliged to 
. protect its position in any way it can. 
-no Dragonair has also applied for routes 
between Hongkong and four cities in 
'southern Japan: Kagoshima, Kuma- 
moto, Nagasaki and Oita. It seems 
| likely that potential complications over 
Cathay's access to Japan and Japanese 
airlines’ access to Hongkong might force 
Cathay to object. 
| D ragonair still has applications out- 
i Standing with the ATLA for US de- 
stinations, which would involve it in a 
huge jump from its present single Boe- 
ing 737 — with a second 737 due late this 
year, and two more in early 1987 — to 
_| 747s. The company would not say whe- 
. | ther its new applications for China 
| would cause it to put its intercontinental 
| ambitions on hold. 

If all goes as Dragonair hopes, it 
would have 22 destinations in China 
and, depending on the results of next 

ear's Thai-British ASA talks, four in 
ailand — plus the four in Japan. It 
would then have to decide whether to 
| rely on other carriers to feed these 
routes from the US and elsewhere, or 
whether to try to do everything itself. 

As to CAAC’s plans, deputy plan- 
ning director Wang Dao said the airline 
planned to grow at an average annual 
rate of 14.5% until 1996, and that it ex- 
pects to carry 16 million passengers a 
year by then — double the 1985 figure. 
This growth rate would be high for any 
airline to sustain, let alone one with 
CA AC's inadequate staff resources. 

Plans for CAAC to split into sepa- 
rate airlines, largely based on giving its 
present regional sub-units greater au- 
tonomy (REVIEW, 13 June '85), have al- 
ready run into delays, partly because of 
jealousies between the regions and 
partly because of the lack of trained 
managers.to take on extra respon- 
sibilities at the regional level. 

‘Last year, CAAC's devolution was 
expected to take two years, but now 
CAAC men are saying it will take at 
least two and possibly three years. Each 
of the regions has ambitions of having 
an international airline, and each is try- 
.| ing to acquire wide-bodv aircraft so as 

| nottoseem inferior to the others. 














ning symposium in China, co-hostec by 
CA AC and US aircraft-maker McDon- 
nell Douglas, Wang said CAAC had ex- 


since 1981. Last year, it carried 7.47 mil- 
lion passengers. o 
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ASAs has been ignored by China in re-- 


. Speaking at an annual airline plan- | 


. | panded at 40% a year in the past two . 
| years and had averaged 24% a year 
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Sri Lanka's national carrier comes under government scrutiny 
| Pd 


By Manik de Silva in Colombo 


TT taste of paradise," the heavily 
advertised slogan to which Air 
Lanka, Sri Lanka's national carrier, 
hitched its promotional star, has taken 
on a bitter tinge. With the state-owned 
airline proving to be a huge drag on the 
country's beleaguered economy, Presi- 
dent Junius Jayewardene ordered in 
early August that a three-member com- 
mission of inquiry look into the affairs 
of the company, whose borrowings 
abroad now account for 17% of the 
country's debt-servicing obligations. 
Victor Perera, a retired Supreme 
Court judge, is heading the probe team, 
whose other members are  Tilak 
Samarasekera, chief of the Greater Co- 
lombo Economic Commission responsi- 
ble for running the free-trade zone 
north of the capital. and Colombo attor- 
ney Henry Jayamaha, who is also assist- 
ant secretary of the ruling United Na- 
tional Party. The commission has been 
told to report to Jayewardene within 


Colombo International Airport: troubles mount for Air Lanka. 


two months. The terms of reference do 
not provide for an investigation cover- 
ing the full seven years that Air Lanka 
has been operating, but are restricted to 
the period 1 January 1983 to 31 July 
1986. 

These years have seen Air Lanka's 
troubles and losses mount. The prob- 
lems climaxed with the 3 May blast in a 
Lockheed Tristar-1011 on the tarmac of 
Colombo’s international airport. 
Seventeen passengers and crew were 
killed in the explosion attributed to 
Tamil separatist terrorists battling for a 
Tamil state in northern and eastern Sri 
Lanka. 

- The commission has been given 
wide-ranging reference terms: it is re- 
quired to establish whether there has 


been maladministration, financial ir- 


regularity or other administrative mal- 
pract:ce, or abuse in the conduct of cer- 
tain specified activities of the airline, 
and if so, to fix responsibility. The ac- 


-tivities specified for investigation in- 


clude: staff matters; management of 
funds; acquisition, management and 
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NOD: 
maintenance . of; ,property including 
land, buildings, aircraft, equipment and 
vehicles, and the:eonduct of all the air- 
lines’ business, v1ili- 

Although theoword corruption has 
not been specifically used, the terms of 
reference clearly provide for investiga- 
tion of “malpractice and abuse” in the 
management of funds and acquisition of 
aircraft and other property as well as 
“conduct of all.business activities." That 
would enable.any.corruption which may 
have occurred .to.be investigated. How- 
ever, there have-as yet been no major 
corruption charges levelled up to now 
against any of the airline’s senior mana- 
gers. The principal criticism, howev 
is that Air Lanka over-extended itself] 
pursuit of becoming a first-tier airli 
and borrowed too heavily to do so. ™ 

Most airlines would also regard Air 
Lanka's 3,400-strong staff to operate a 
fleet of five aircraft — two Tristars, two 
Boeing 707s and one 737 — as a heavy 
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overload. But much of Sri Lanka's com- 
merce, particularly sen abour- 





enterprises, have been labour-inf 
sive, even by South Asian standards. 
Air Lanka has been no exception. 


|^ recent months, even before the Tri- 
star blast, the airline has received a 
great deal of newspaper criticism from 
the privately owned Independent News- 
papers of Ceylon. The airline does not 
advertise with the group, and does not 
distribute its publications on board Air 
Lanka flights. Early this year, Indepen- 
dent Newspapers Sunday English 
newspaper, The Week-End, splashed a 
front-page banner, “World Bank blasts 
Air Lanka,” quoting David Hopper, the 
bank’s vice-president for South Asia. 
Hopper said: “Sri Lanka is a demo- 
cratic country. If the people of Sri Lanka 
want to prop up an airline, that is their 
sovereign decision. All I can say is that. 
the billions of rupees spent on Air Lanka 
could be put to much better use to bene- 
fit the masses. I do not see the justifica- 


tion for a citizen of Sri Lanka to give 
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Hurt to the quick, Air Lanka's chair- 
man, Capt. Rakhitha Wikramanayake, 
a commercial- "airline pilot who con- 
tinues to fly to keep his licence alive, 
told his employees that Jayewardene 
had reaffirmed his confidence in the air- 
line's board and management. He said 
that he was aware that “a calculated 
campaign was being programmed to 
damage the credibility of the airline." 
He accused his detractors in the press of 
"constantly attacking ‘Air Lanka with 
distorted facts, with the sole purpose of 
damaging the progress and identity of 
the airline.” (aut H 

Wikramanayake, who has been the 
chairman and managing director of Air 
Lanka since its inception, claimed that 
Jayewardene, who is ministerially re- 
sponsible for the airline, had assured 
him “in no uncertain terms of his confi- 

dgnce in the airline's progress and his 
ES support for the manner in which 
> airline [has been] managed to date.” 

> concluded by saying that Jayewar- 
aene had requested that his views is 
conveyed to all Air Lanka staff ' 
order that no disruption or dissatisfge- 
tion should arise from these inaccurate 
and falsified reports." 

That was in February. Three months 
later came the Tristar blast, and ques- 
tions have been raised about whether 
Air Lanka was in any way negligent. 
Another probe, with a retired judge as 
commissioner, has been appointed to 
separately investigate the explosion in 
the jetliner, believed to have been 


caused by a heavy charge of gelignite 


planted in a cargo hatch. 

In July, Air Lanka published its fi- 
nancial report for 1984-85 (ended 31 
March), which reported an operating 
loss of Rs 151.46 million (US$5.4 mil- 
lion) against the previous year's operat- 
ing profit of Rs 203.1 million. The ope- 
rational loss was the least of its prob- 
lems. Interest on capital borrowings put 

828.3 million worth of red ink on the 
waance-sheet and currency losses 
added another Rs 259.7 million, leading 
to a huge loss of Rs 1.24 billion, more 
than twice the previous year's loss of Rs 
602.9 million, on the bottom line. 

Wikramanayake explained that an 
inadequate equity-capital base in the 
initial stages of operations compelled 
the company to seek the assistance of 
commercial banks and other financial 
institutions. 

With a total of Rs 5.3 billion in 
medium-term loans and capital-lease 
contracts on its books at the last bal- 
ance-sheet date, and liabilities exceed- 
ing assets by Rs 1.6 billion, the financial 
picture looks gloomy. What Jayewar- 
dene would do once the commission's 
report is in is unclear, but observers in 
Colombo do not think it likely that a clo- 
sure of the airline is imminent, as the 
commissioners have been asked to rec- 
ommend remedies for whatever defects 
they may find. 
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ANZ reacts angrily to new air competition at home 


By Colin James in Wellington 


pen skies have come to New Zea- 

land's domestic air scene. Ansett, 
one of Australia's two main domestic 
airlines, is to take a half share in an air- 
line to fly the main trunk routes in New 
Zealand. Government approval was 
given on 18 August and the new group 
plans to go ahead early next year. 

The move is based on the faltering 
airline run by the travel and tourism 
group Newmans. Newmans Airways, in 
its expanded form, will be owned half by 
Ansett and the rest by Brierley Invest- 
ments and the Newmans group in 
roughly a three-to-two ratio. 

The proposal passed the Overseas 
Investment Commission and Transport 
Minister Richard Prebble in August. 
Prebble announced the government's 
approval — with strings attached. All 
major operational aspects, including 
aircraft maintenance, have to be based 
in New Zealand to “ensure that the 
maximum number of jobs are created in 


Ansett's Boeing 737: ensuring local jobs. 


this country." Specifically, the airline 
will have to establish (within two years 
of starting its main trunk operations) an 
engineering base in Christchurch, 
where the new airline will be headquar- 
tered. It will also be required to estab- 
lish facilities for all other maintenance 
before starting main-trunk operations. 

The partners accepted the conditions 
with some bad grace. Brierley deputy 
chairman Bruce Hancox said: “To us, 
this is ‘Think Big’ mentality [a reference 
to the government’s state-stimulated 
heavy-industry programme of the early 
1980s], something we thought went out 
in July 1984 [when the present govern- 
ment was elected]. It is not consistent 
with current government economic 
thinking and investment policies . 
other factors of influence have obvi- 
ously prevailed.” 

The “other factors” was a reference 
to Air New Zealand (ANZ), the state- 
owned national carrier and dominant 
domestic airline. ANZ has a mainte- 
nance base in Christchurch (in addition 
to its main base in Auckland), which it 





: disharmony - 





has threatened to close if competition 
cuts its revenue. It has refused New- 
mans’ offer to buy the workshops. ` 

ANZ has bitterly opposed the new 


airline, arguing that margins are very 


fine in its operations and that a new en- 


trant will force prices down to the detri- | 


ment of provincial services and will hurt 
small commuter airlines which serve 
small centres and cross routes between 
provincial cities. ANZ's chief executive 
Norman Geary, who turned the airline 
round following disastrous losses in the 
early 1980s to a profit of NZ$134 million 


(US$65.2 million) in 1984-85, has prom- pa 
ised “one hell of a fight.” Already, | - 


ANZ has announced special low fares. 
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Newmans Airways has been operat- | — 
ing for a year, flying tourist routes with | — 
Dash-7s which it is considering replac- | — 
ing with Dash-8s. It has 5% of the total | — 
air traffic. The new move will réquirea | 


big investment in at least three, and 


maybe four, Boeing 737 aircraft. ANZ |. i am 













operates mainly 737s on the trunk à E. 


routes, but also flies some 767s. 


Newmans had aimed to buy into the | — 
tourist airline Mount Cook, but was de- | — 
nied Commerce Commission approval | - 
last year because a merger between the | | 
two groups would have also given them | . 


dominance in the coach-tour industry. 
Subsequently, ANZ was permitted to 
obtain control of Mount Cook. 


The new airline, being partly owned | 


overseas, will be unusual in that few, if | — 


any, countries allow substantial foreign | 


ownership of internal airlines. Its start- | E 


up is subject to the passing of legislation 


now before parliament removing a25% | 


limit on foreign ownership. That will 


open the way to total control by foreign — a 
interests of New Zealand airlines — but | |. 


only by nationals of countries which © 
allow reciprocal ownership rights for — 


New Zealand airlines, a sore point with 
ANZ, which says it cannot compete 


with Ansett in Australia. Prebble has | - 
said that foreign ownership will be li- | 
mited to 50% for as long as those recip- | 


, 


rocal rights do not exist. 
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A guide to doina business 


The re-opening o: China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world's largest potential market. 


As Huan Xiang, a member of the Standing 
Committee of the People’s Congress and 
adviser to the Chinese Academy for Social 
Sciences, explained at a conference in Bei- 
jing in May 1985: 

“The policy of opening up to the outside 
world has become a long-term fundamental 
policy of the govemment. The government 
first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 


prises to China to set up joint ventures, 


cooperative production projects and all- 
foreign-owned firms.” 


In 1984, the 14 coastal cities alone signed 
over 400 agreements on utilising direct 
foreign investment and nearly 1,000 aaree- 
ments on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
total of loans. 


This book explains how to do business 
with China by taking advantage of these 
new .opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume and channels of doing foreign 
business, the forms of doing business 
and the legal, regulatory and tax environ- 
ment. 


It also provides practical information on 
the many do's and dont's through the use | 
of enlightening case histories. 
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(195 pages — liberally illustrated with colour plates, maps and graphs) 
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The disinvestment game 


Bases moves slowly to privatise its public sector 


Husain Haqqani in Islamabad 
pue plans for partial privatisa- 

tion of its public sector are slowly 
moving forward, despite political prob- 
lems and bureaucratic opposition. The 
government is expected to present a 
draft law in parliament in September 
which would enable it to offer shares of 
nationalised companies to the public. 

The Nationalisation Ordinance of 
1973, under which many of the present 
public-sector companies were taken 
over by the government of former prime 
minister Zulfikar Ali Bhutto, provides 
that shares should be offered to the ori- 
ginal owners or their heirs in case of de- 
nationalisation, which would make a 
public offering illegal. Officials have 
cited the legal restriction as a major ob- 
stacle to the divestment plans which 
were originally announced in June 1985, 
together with last year's budget. 

The new law, which removes the re- 
striction on transfer of ownership of 

ionalised industries, has already 
veen approved by the cabinet. It will 
facilitate the outright sale of 12 man- 
ufacturing units which the government 
hopes to sell to the highest bidders. But 
the most important part of the divest- 
ment scheme — a Rs 1.1 billion 
(US$65.7 million) stockmarket opera- 
tion for partial divestment of major gov- 
ernment companies, including Pakistan 
International Airlines (PIA) — is still 
being held up by differences within the 
bureaucracy over the composition of 
the divestment portfolio. 

The government has already forecast 
income of Rs2 billion from privatisation 
in budgetary estimates for the current 
fiscal year (ending 30 June 1987). A 
similar provision was made in last year's 
budget, but this year the government's 
need for revenue is greater. An unex- 
pected fall in prices of oil imports and 
a surplus from the sale of government 
bonds had offset the deficit from failure 
to privatise last year. But no such 
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windfall is expected this time. “The gov- 
ernment cannot afford the cost of not 
fulfilling its promises on disinvestment 
any longer," observed an official at the 
Ministry of Planning and Development. 
“The delay is creating doubts among in- 
vestors about the political will to imple- 
ment the government's Charter of Eco- 
nomic Liberation and more [officials] 
feel now that we need the revenue from 
privatisation," he added. 

Most business leaders and ruling 
party politicians agree, however, that 
the psychological impact of privatisa- 
tion would be greater than its benefit as 
a source of funds. For almost two years, 
the government has presented de- 
nationalisation and disinvestment as 
cornerstones of its policy to encourage 
the private sector's role in the economy. 
During this period, public-sector invest- 
ment has been virtually stopped except 
for expansion or modernisation of exist- 
ing state-owned manufacturing units. 
The share of the private sector in total 
new investment rose from 26% nine 
years ago to 70% last year. But growth 
in total investments has been at a stand- 
still for some time as falling public invest- 
ment has not been matched with suffi- 
cient input from private entrepreneurs. 


p akistan's public sector comprises 76 
companies engaged in activities 
ranging from banking and finance to 
tourism and consultancy, with aggre- 
gate assets of more than Rs 443.4 bil- 
lion. While some of these companies 
make decent profits, several are losing 
money — the heaviest losses are in man- 
ufacturing, where the public sector is 
overstaffed and generally inefficient. 
The government is selling some of its in- 
dustrial units, controlled by the Minis- 
try of Production, through direct bid- 
ding and so far offers have been re- 
ceived for 12 companies. Larger, mostly 


profitable companies are to be divested 
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Earlier this year, the government | - 


ers equity, National Development Fi-' 
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finalised a portfolio of 111.1 million à 
shares, worth Rs 1.12 billion, in six com- — 
panies to be sold through the Karachi - 
Stock Exchange (KSE). The companies | 
chosen for divestment in the first phase 
were PIA, Pakistan State Oil, Sui Gas 
Transmission Co., Sui Northern Gas 
Pipeline, Pak-Saudi Fertiliser and Dan- |. 
dot Cement Co. PIA and the three |" 
energy-related companies are already | | 
quoted on the KSE. Y 


. * * 4 d 
Three financial institutions — Bank- | 











nance Corp. and the Investment Corp. | | 
of Pakistan (ICP) — have formed an | - 
underwriters consortium to handle the | 
sale. According to a spokesman for | — 
Bankers Equity, the stocks are to be of- | | 
fered in baskets of at least 5,000 shares, |- 
with a minimum value of Rs 46,000-a |- 
basket. Each basket will include a pro- | | 
portionate number of shares of each of - 
the six companies. Some share baskets | | 
will be reserved for overseas Pakistanis, | 
while the rest will be available to local | | 
and foreign investors. Shares worth ap- | Ps 
proximately Rs 100 millipn will be of- | 
fered through a mutual fund managed | 
by the ICP, while another Rs 200 mil- |. 
lion worth of shares will be offered | — 
through the National Investment Trust. | 
Bankers Equity's managing director | 
D. M. Qureshi told KSE members re- — 
cently: “Disinvestment will increase the | 
depth of the stockmarket through avail- |. 
ability of good shares and will lend trad- 
ing strength to the market in terms ofan |. 
increase in turnover." The shares will |: 
obviously be a significant addition to the h: 
stocks available on the KSE, which has | 
a capitalisation of only Rs 23 billion and 
where active trading involves stocks of | 
no more than 30 of the 363 listed comaa 
4 
cluded in the official portfolio is esti- JA 
mated to be at least 17.5% and this | 
would be a major incentive in attracting | 
market interest in privatisation. .3 Ht 
The government disinvestment port- | 
folio would have gone on the market in | 
March but for bureaucratic infighting | 
which delayed the sale. PIA shares | 
formed a major part (48.98%) of the | 
original portfolio and the underwriters || 
had expected to sell PIA shares mainly | 
to foreign buyers. Less than 3% of PIA | 
shares are presently available for trad- | 
ing in the stockmarket; disinvestment |. 
will raise that amount to 19%. The air- |. 
line tleclared a dividend of 18% last year. | 
and its performance justified expecta- | 
tions of serious market interest in its | 
shares, but the Ministry of Defence, — | 
which controls PLA — objected to such |. 
a large disinvestment. E. 
The disinvestment portfolio is now |. 
being revised and the number of PIA 1 
shares offered for sale is likely to be re- |. 
duced. Alternatively, the government |. 
might not offer PIA shares for sale at | 
present, replacing them with shares of | 
other state enterprises instead. B 
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Stephen Hutcheon in Sydney . 


uced new competition to the four Aus- 
ralian trading banks which, cossetted 
, protective regulations, had domi- 


rica Australia (BAA), the local 
shoot of the troubled US bankin 
issus Bank of America (BA), had to 
Ive its plans for retail-banking opera- 
ons. 
-BA was admitting what had been 
ell known to the few remaining new 
ks. which retained retail-banking 
ibitions — that any serious assault on 
' position of the four entrenched 
majors would have to be backed by 
shareholders with very deep pockets 
who were willing to forgo returns on 
their investment until well into the rext 
ecade. Still reeling from last year’s dis- 
asters and further pressed by its recent 
record second-quarter loss of US$540 
million, BA quite obviously could not 
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| Kina 22 31m 
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[H30June S$1208m 
| (US$9.1m) 







"| H30June | HK$558.3m 
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he Australian Government's deci- | 
sion to allow 17 (partly or wholly) 
oreign-owned banks to enter the 
omestic financial arena last year intro- 


foreign bank shies away from Aus 
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afford to extend that type of generosity 
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ian retail banking _ 


to its 75%-owned' Antipodean sibling. 
The wonder is that the bank took so 





long to arrive at the inevitable conclu- 









. hired from US discount broker Charles 
| Schwab last year to head up the Austra- 
ated the financial sector for more than | 
our decades. But now the first of the - 
ewcomers has openly questioned the | 
ity of operating as a new bank in 
istralia. In mid-August, the Bank of ^ 


lian retail operations, the decision came 
as a bitter blow, though he was 
philosophical enough to concur that in 
the light of events it was probably for 
the best. "This market's tough." he 






said. "Pricing is a damn good deal for | 


the consumer and not such a good deal 
for :he vendor, and every time we 


changed the [computer] model it just 


got worsc." 

~The backdown also throws into 
doubt BA's continuing relationship 
with its joint-venture partner, Austra- 
lia's 'argest retailer Coles Myer, which 
is said to be looking to hand back its 
25% stake to BA. 


he decision to pull out of retail bank- 

ing is just one of a series of embar- 
rassing set-backs suffered by BA and its 
local subsidiary during the past year. 
Aside from the interminable delays ex- 
perienced in getting US: Federal Re- 
serve Board approval to proceed with 
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though Espie's 
he wanted to pursue á carcer as an inde- 
pendent investment banker, it was quite 
clear that a serious rift had developed . 
between the Australian and his US em- 





ason was th 





With BA's backdówn, only three of © 
the new banks 2 €hase AMP Bank, 
National Mutual “Royal Bank and 
Citibank Australiad" — are now left to 
battle the establishéd banks in the retail. 
sector. (The remaining 13 will concen- 
trate on corporate business.) The drives 
by Chase AMP and National Mutual 
Royal are being orchestrated and con- - 
siderably enhanced by their respective 
local shareholders, the AMP Society 
and National Mütüa! Life, Australia’s 
largest and second-largest life-asss 
ance companies. ^^ ^ | 

But even they will have to fight ha-* 
in the coming years to take busine 
away from the Australian banks. Tne 
four majors have been doing their ut- 
most to hold off the new competition by 
putting pressure on margins and drop- 
ping some pricing to seemingly irra- 
tional and unprofitable levels. 

“It's going to take a few years to 
break even, but that's the nature of con- 
sumer banking,” said: Chase AMP's 
head of retail banking, Kevin McCabe. 
"It's strategically important to us, as 
we're counting on unlocking the key to 
the synergy between banking and insur- 
ance services.” Oo 
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Kira 167.12m 
(U8$170.2m) 


+14.4 


Sharp drop in profits expected tor current year owing to 
yen'srise against US dollar. Sales expected to dip to Y6t. 


Company expects to post better results in second ha, 
though overall property and hotel markets may remain 
Sluggish. 


Company expects performance in seconc half to be similar 
to first half. 


Lower-than-expected profit growth attributed to weak loan 
demand and sector-wide bank competition. : 


Despite continued strong demand for consumer finance 
overall loan demand was sluggish. Weak resource prices | 
hurt overseas operations. ome EE 

Profits boosted by increased metal production and 
improved gold prices, while. 
by fall in petrol prices. 


Weak economy, along with falling interest rates a 
loan-loss provisions, hurt performance. — 


| Decline in group turnover attributes to dive 
Fortress retailing and trading businesses... 
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meh crisis 


Creditors of major Thai company agree to reschedule debts 


ied 11/5: 


By Paisal Sricharatchanya in Bangkok 


I151121 i 


|n eand foreign-bank creditors 
of the listed company, Mah Boon- 
prong, are nearing final agreement on 
he rescheduling of the company’s Baht 
.3 billion (US$85 million) worth of 
Klebts. Operating a diversified string of 
Ibusinesses — ranging; from farm-com- 
smodity processing and exporting to real 
estate and shipping, the group re- 
mains largely profitable. However, an 
"acute liquidity crisis during recent 
months has forced it to default on in- 
terest and principal repayments. 
ome of the group's operations, such 
ice-milling and export, have slowed 
wn — in this case, because of low 







been losing money. But the main 
factor which precipitated the debt-re- 
scheduling was the tight cash flow of 
Mah Boonkrong Centre, a huge multi- 
purpose commercial. complex in 
downtown Bangkok, which is the 
group's latest diversification. 


Built on Chulalongkorn University. 


grounds under a long-term lease and 
carrying a Baht 1.8 billion book value, 
or 60% of the group's total assets, the 
centre has had problems from the out- 
set. Construction was delayed for six 
months, prior to a partial opening in 
early 1984. And leasing of space in the 
massive shopping mall was slow because 
of a glut in similar complexes elsewhere 
in Bangkok. 

A planned financing pool, involving 
more than a dozen local finance firms, 
which was to provide long-term funding 





FRASER IT 
^ ` ab, e tes 





AR EASTERN ECO 


OMIC REVIEW e 4 SEPTEMBER 1985 


-— a 


Id prices — and its shipping venture © 


for potential lessees, never really 
worked. The group effectively ran out 
of cash in the end. Apart from a Baht 
700 million construction loan syndi- 
cated by Siam Commercial Bank (SCB) 
and Thai Farmers Bank, the rest of the 
domestic and foreign debts (most of 
which, though it has not been clearly 
stated, went to finance other aspects of 
the centre) were short-term. 

Michael Selby, a financial consultant 
hired by Mah Boonkrong to sort out the 
debt restructuring, told the REVIEW 
that the creditor banks — including 
Bangkok Bank and seven foreign in- 
stitutions — agreed in principle to 
stretch out repayment over eight years. 

This would be accompanied by a re- 
duction of interest charges to levels 
equivalent to the local prime rates. 


n interim agreement was inked on 

25 August, which would deal with 
the restructuring of about Baht 600 mil- 
lion in debts owed by three of the 
group's 22-odd companies (involving 
rice-mill, a granary and marketing). 

The signing of a separate but similar 
agreement for Mah Boonkrong Drying 
& Silo, the listed parent company which 
owns the shopping centre, was expected 
to follow shortly. 

The creditor banks appear to have 
little choice but accept the rescheduling. 
With a combined 80*5 of the space now 
leased out (on long- and short-term con- 
tracts), plus an attendance rate that 
goes up from an estimated 30-40,000 on 
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oper: Juag ico ee 
Says one analyst: "Since most of tl 
businesses, including the traditi 
mainstay of warehousing and silos con- | | 
tinue to make money, it would be a pity «| : 
to rip the group apart merely because of | . 
its liquidity crunch.” The parent com- a] | 
pany reported a Baht 9.8 million after-..| | 
tax profit in the nine months endec 
March, down from Baht 14.6 million i 2 
the year-earlier period. 
Mah Boonkrong has thus become _ 
the second company on the Bangkok - ea 
stockmarket to encounter a liquidit ^a]: t 
crisis in recent months, after the PSA led 
Group's collapse earlier this year. al n 
(REVIEW, 29 May). However, analysts ` n 
agree that the cases were quite differ- ` 
ent. Mah Boonkrong's problem is a 
liquidity crunch, caused by the com- | 
plex's troubles; PSA ran into trouble - Ni 
after a series of aggressive but ill-calcu- - 
lated diversifications, and after spend- | — 
ing heavily on non- productive assets. — k 4 
Sources told the REVIEW that Mah |. 
Boonkrong was on the verge of finalis- |. » 
ing a US$20 million foreign-loan pack- M 3 
age early this year, but the deal fell - 
apart when foreign banks got jittery | rf 
after PSA’s troubles surfaced. 
Against a Baht 100 par value, share - 
prices plunged steadily froma Baht 89. $ 
high in late January to a Baht 32 low in 
late June, before picking up to Baht 56 - 
on 25 August. | 
Mah  Boonkrong's micis ee | 
shipping venture is represented by three 
small coastal bulkers, whose estimated - 
combined worth is US$1.5 million, - ts 
which will be sold. The group also sank | 
about US$2 million to buy part of PSA's - 
stake in an upper-central Thailand oil i p 
concession under a sell-back option | 
which could not be realised, given P 
PSA's own problems. ni i 
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1 ONG: Trading moved sideways as in- | Pacific, which finished the period at A$2.25 
| vestors were reluctant to take initiative ahead | (US$1.40). The newly listed Bank of Singapore 
| of the long holiday weekend. Profit-taking set | (Australia), 70% owned by the Oversea-Chinese 
| in after weeks of rapid advances, pushing the Banking Corp., made an impressive debut on na- 
n Hang Seng Index to a low of 1,941.28 points atone | tional stockmarkets and by the close of period, the 
| point before closing the period at 1,946.03. Turn- | ASI shares were selling for A$1.47. 

E ver for the holiday-shortened period was an 

| average HK$410.11 million (US$52.6 million) a SEOUL: Government restrictions on securities 









buying by institutions continued to weaken prices. 
EB The authorities' resolve was further underlined by 
me O: After four days of profit-taking, the | a call on commercial banks to sell Won 60 billion 
market sprung back and climbed even higher in | (US$68.4 million) worth of securities holdings — 
|. brisk trading. The Nikkei Stock Average closed at | the equivalent of Won 100 billion in face value. 
18,565.61 points on 25 Aug., and turnover of First | The composite index gained slightly, up 0.24 
_ Section stocks averaged 1.1 billion shares. Awash | of a point, with average turnover rising Won 
with cash, investors snapped up even shipbuilding | 5.69 billion to Won 29.24 billion. Wood indus- 
_ issues. Amid fears that the market was overheat- | tries gained the most, up 23.21% — largely for 
- ing, Japanese trust banks continued to buy heav- | speculative reasons — while car stocks fell fur- 
ly. Blue-chips such as NEC, Hitachi, and Mat- | thest. 
E ushita, despite the high yen, also rose. Analysts 
again cited domestic demand-related issuesasone BANGKOK: Spurred by strong buying of cement 
nvestor target, though trading appeared indis- | shares, the market continued to gain ground. Al- 
























































criminate. though profit-taking emerged from time to time to 
B slice early pum. confidence was firm all the way 
- SINGAPORE: Counters consolidated their gains | through. The Book Club Index posted a sharp rise 





. of the 

^s gns of nervousness ahead of the result on 26 | gainers to six losers. The remaining 43 counters 

— Aug. of the trial of Malaysian politician/business- | were unchanged. Saha Pattanapibul led gainers 

. man Tan Koon Swan. Among the major gainers | while Samsuk was a major loser. Total turnover 

$ ere retailers Isetan and Metro, while Kentucky | for the period amounted to 2.88 million shares, 
. Singapore also put in a strong showing. Investors | valued at some Baht 423.32 million (US$16.3 mil- 

were heartened by news that Singapore brokers | lion). 

have reduced their total debt by 16% in the four 

= months to 28 July. Fraser's Index of Singapore | TAIPEI: The market recovered slightly from its 

| stocks rose 16.98 points to 4,787.56 on turnover of | declines of the previous three periods, but fears 


past three weeks, though there were some | of 4.23 points to close the period at 133.44, with 46 











D 18.77 million shares a day. over the impact of the appreciating NT dollar on 
1S Taiwan’s exports continued to dampen investor 
KUALA LUMPUR: Trading was slow during most | sentiment. The local dollar rose above NT$37: 


_ of the period, except for a brief flurry of excite- | US$1 for the first time in years on 25 Aug. The 
= ment halfway through when blue-chips were in | weighted price index rose 14.58 points to end the 
| Steady demand. The strong performance of selec- | period at 883.26. Small investors stayed away in 
- tive blue-chips over the past weeks has been taken | droves, as reflected in the anaemic trading level of 
as a sign that institutional investors have finally | NT$1.51 billion average a day. 
. decided to move back into the market. Esso 
gained 33 M cents (13 US cents) to finish at | MANILA: Average daily turnover was almost 
. M$3.06 and Dutch Baby had an even more spec- | halved to P12.94 million (US$640,594), the low- 
tac lar rise of 50 M cents :o close the period at | est since May. Investors were believed to be stay- 
- M$5.60. Fraser's Industrial Index gained 66.94 | ing away from the market while President Cora- 
points on the period to close at 2,599.96 and the | zon Aquino was out of the country from 24-27 
average daily trading volume was 6.89 million | Aug., on visits to Indonesia and Singapore. Los- 
Shares. ers slightly outnumbered gainers. Philex Mining, 
"SN hit by a labour strike, ended lower, along with 
YEW ZEALAND: Euphoria, produced by corpo- | Philippine Long Distance Telephone, which had 
rate-bid activity, carried over and the previous | touched record highs in recent weeks. 
period's strong rally culminated on the firs: day of | 
the period, with Barclays Index pushing above the BOMBAY: Bearish sentiment continued to 
3,000 level. Profit-taking dominated the rest of | underline the market as punters continued to 


vst 


the period, while cautionary stories in the media | react to threatened government action against a 
about the high level of share prices generated’ | loan involving market leader Reliance Industries, 
some nervousness. and to a government announcement on 10 June, 
m banning conversion of non-convertible deben- 
AUST IA: Pre-budget euphoria ebbed over | tures into equity shares. But the mood turned 
the period, despite continued interest in some in- | bullish in mid-period, helped by rumours that 
dustrial shares and a burst of activity in gold | the gevernment has cleared Telco’s proposal 
stocks. Interest in gold stocks came from both | to manufacture cars, in collaboration with 
local and overseas institutions, spurred by a risein | Honda of Japan, helped to push up Telco's share Amada 805 — «54 
the gold price and the listing of goldminer Placer | price. Vau er E n 
d A t d . 
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18,792.61 3,038.72 2,528.98 272. | 492557 |. 12925 | closed 

18,936.24 3,001.43 $ 2,536.39 ‘ 83.2 |. 111640 | 13067 | 555.72 
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TA deis ies San Miguel-B 64.00 «0.8 
Sankyo Pharm. 1620 +4.5 53.8 Trans-Asia : HET 
Shin-Etsu Chem. 950 472 35.5 
Sony 3200 FS 24.9 
Sumitomo Bank 2290 -0.9 79.7 
Sumitomo Elec. Ind. 1490 4732 81.3 
Sumitomo Metal Mining 1560 -3.7 658.3 
Taisei Const. 755 -7.4 50.0 
Takara Shuzo 936 -12 ' 318 i 
Takeda Chem. 2130 +3.9 81.1 
TDK 3340 +8.4 22.3 25Aug. "echange % 
Tokio Marine and Fire 1770 -0.6 76.1 Commercial Bank Won onweek yield 
Tokyo Elec. Power 7060 -13 53.9 of Korea 103000  -37 4.9 
. Daewoo Corp. 1,580.00 —6.1 3.2 
Daewoo Heavy Ind. 1,391.00 -2.6 4.3 
Goldstar 2,080.00 -1.9 2.4 
: Hyundai Construction 95000 -69 5.3 
Cerebos 3.70 —1.6 "2.7 Hyundai Motor 2,660.00 -8.0 1.9 
Cold Storage 3.56 - 3.5 Kia Motors 1,900.00 -3.5 3.2 
Consolidated Plantations | 1.87 — 13.9 Korean Airlines 1,700.00 -5.9 2.9 
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Dev. Bank of Singapore ^ 7.95 -0.6 1.8 Samsung Electronic 2,670.00 -2.$ 2.1 
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Fraser and Neave 8.35 -0.6 24 Yukong 3,030.00 -4.7 2.5 
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Lum Chang Holdings 0.97 *43 103 Siam City Cement 508.00 *3.3 

Magnum 2.66 40.8 7.5 Siam Commercial Bank 566.00 *6.8 

Malayan Banking - .- 4.10 +6.8 44 Thai Farmers Bank 

Malayan Breweries ~ 6.75 -0.7 3.9 

Malayan Tobacco 3.72 +2.2 8.8 

Malaysian Mining Corp. 0.755 -0.7 2.6 
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Metal Box Singapore 3.52 *4.8 4.0 
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N. Borneo Timbers 1.10 +3.8 4.5 
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Pegi Malaysia 0.61 «0.8 — 
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Sime Darby 1.43 -1.4 7.5 

SIA 7.55 -0.7 1.3 

Singapore Land 4.76 +0.4 2.1 

Singapore Press 8.25 -1.8 3.0 
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Singapore-Malaysia S$1=M$1.211, €1—HK$115€ 


US$ - Rrmb 3.6943 


| 3 months forward: Japan 153.198, Hongkong closed, Singapore S$2.144 


HK$ - imb 0.473 


US$ = Rouble 0.6785 


US$ = Kip 35.00 


US$ =Dong 11.7343 


Source: The Hongkong and Shanghai Banking Corp. forbanknete selling rates when available 
i on the Hongkong market and Lark Intemational Finance for official rates. Reuter for 


spot and forward rates from loca! and international 


(2) MS a kg (3 US$ an oz 
(8) US$ a tonne. (9 Mc akg 


-HX$2.41b 
(Apr.-June) 
-HK$2.52b 
—HK$0.17b 


HKS65.26b 
+22.77 
*11.36 


HK$67.56b 
«21.54 
415.13 


(4) USe a Ib 


markets. 


$7.15—57.25 
14.05 
382.00—382 50 


33.75 
34.60—34.65 


129.80—130.00 
137.00— 140.00 


250.75 
256.75—257.00 


478.75—479.25 
468.00—468.25 


155.50—155.75 
166.00— 166.25 


Oct. 79-Sept. 80 = *00(2) 
764.2 
(May-July) 
+0.80 


(5) M$ a tonne 


376.75—377.25 


33.45 


204—2C5 


165.75— 165.00 


Official discount 


rate 


Inter-bank 24-hour 


rate 


Inter-bank 1-month 


rate 


Inter-bank 3-month 


“long term 


Tshort term 


Sources: Astley & Pearce (Hongkong), Hongkong Brokers and First Pacific Finance. 


1,305—1,312 


(6) Sc a 601b bushel 


57.65 


' 183.00—184.50 


1,732—1,734 
785—795 
119.20—119.40 
277.25—271.50 
506.25—506.50 
230.50—230.75 


210 


US$1.31b 


25 Aug. 
Description 


Long term CR BK Jap 10-3/4 1/June/90 
Nippon Credit Bank 10-3/8 8/July/95 
Sanwa Intl Fin 11-1/2 5/June/92 . 
Eksportfinans 11-1/4 29/Mar/92 
Ontario Hydro 10-1/4 19/May/90 
Australia 11-1/4 19/0ct/90 
Australia Commonwith 11 28/May/95 
EEC 9-5/8 27/July/90 

World BK 11 6/Feb/92 

EIB 10-1/421/Nov/94 

BECS 9-3/8 7/Oct/1988 
Barclays BK Fin Co. 10-5/8 19/Dec/95 
IADB 9-7/823/Dec/1995 

J.P. Morgan Co. 11-1/4 28/Feb/92 
Citicorp 11-1/2 13/June/1995 

Merrill Lynch Co. Inc 12-3/4 4/Oct/89 
IBM World Trade Corp. 10-1/4 14/Nov/35 
General Electric 11 15/Feb/1991 
Prudential Realty 1 1-7/8 15/Jan/92 
Merrill Lynch OVS 10-5/8 28/Apr/90 
EEC 11-3/8 1/Feb/1994 

EIB 11-3/4 15/Aug/1991 

WB 11.25 15/May/1995 

WB 6.5 1/Oct/1995 

WB 6.25 1/Dec/88 

WB 7.5 1/June/1990 

WB 7.25 1/Feb/1993 

EIB 7.5 23/Feb/1993 

IADB 7.75 1/Apr/91 

IBM (WTC) 8.25 8/Aug/1990 

WB 8.5 30/Oct/1995 
Vancouver (city of) 11.75 26/Feb/95 
Australia No. 2 6.6 23/Feb/90 

EDF No. 3 B.10 24/Feb/93 

WB No. 24 7.60 21/Dec/95 

WE No. 9 6.5 28/July/1993 


US$54.23b(6) 
+75 
*22.9 


reo cary bin 
* 16.9 
-64 


1978 - 100 


(1) Official and other estimates (2) Consumer Price Index A (3) M2 or currency plus bank deposits (4) SAM AUAM) (5) IMF definition of reserves minus gold except for Singapore 
^ pct (7) fob (8) cif (€) Excluding petroleum products. 
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113-1/4 
116-5/8 
115-7/8 
110-7/8 
114-1/2 
117-1/8 
106-5/8 
116-1/4 
112 

105-3/8 
114-7/8 
111-7/8 
109-7/8 
106-7/8 
106-7/8 
114-1/2 
107-1/8 
109-5/8 
110-1/4 


5.1 
9.7 


US$2.70b 
(June) 
US$1.97b 


*US$1.07b 
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Australian currency $100 note, Sir Douglas Mawson, Antarctic Explorer (1882-1958). Mawson who features on the Australian $100 note is famed 
for his heroic exploration of Antarctica along with Sir Ernest Shackleton, locating the South Magnetic Pole. Mawson gave his name to Australia’s major 
Antarctic base and also penned the polar classic ‘The Home of the Blizzard’ Mawson was knighted and among many honours received the first 
David Livingstone Centenary Medal of the American Geographical Society. 


Westpac helps you break the ice in the 
Western Pacific. 


IF it’s anything to do with Western Pacific banking, wide range of international securities. Expert advice on 


come to the bank with a world of services to offer. foreign exchange management and hedge transactions. 
Westpac, Australia's world bank. Introductions into overseas markets, and advice 
Westpac is Australia’s first and most experienced on trading practices, joint ventures and local conditions 

banking and financial services group, with assets in foreign countries. 

approaching A$50 billion anda growing, global network Specialised information on rapidly changing 

of offices in 23 countries. political and economic conditions. 
Call on Westpac for any of these international And we can tailor our services in order to meet 

services. Multi-currency financing for trade and projects ^ your company’s needs. 

either in Australia or overseas. Foreign currency. So if you want to ‘break the ice’ in the Western 


accounts in Australia and overseas, andinvestmentina Pacific, call Westpac, your world bank. 


W/estpac 
Westpac Banking Corporation Australias world bank. 


Bahrain 25 4792 * Beijing 500 2233 ext.100 e Chicago (312) 630 0170 © Fiji 311666 ° Frankfurt (069) 72 0781 * Hong Kong (5) 21 3191 * Houston (713) 224 0955 * Jakarta (21) 292 0611 
Jersey (0534) 7 9500 © Kuala Lumpur (03) 92 0611 © London (01) 626 4500 * Los Angeles (213) 627 9747 * New York (212) 551 2700 * Port Moresby 214255 © San Francisco 
(415) 986 4222 * Seoul 7391145 * Singapore 533 8673 * Sydney (02) 226 3311 e Tarawa, Bairiki 241 © Tokyo (03: 501 4101/4 © Wellington (04) 747 499. 
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Asia is home to more than half o! mankind. Every day, 
events are happening here that no: only shape the re- 
gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is Digger 
and more comprehensive than ever before. Maiching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know abcut Asia must have on the 5ook- 
shelf. 


Features 

The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and ana ysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region. The 
Power Game, Population & Focd, Development Banks, 
Asian Finance, Asian investment, Commodities, 
Energy. Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 


Ag in the past, the Asia 1986 Yearbook has an abun- 


- dance of charts, tables and graphics to illustrate the 
~ material, including a full military profile of each regional 
country. | 

The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-cate reviews of ts 
Politics and Social Affairs, Foreign Relations, Economy 
and infrastructure, complete with a map anc lists of 
leading publ officials. Tre Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultura! landmarks. Each 


country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com~ 
piled against a master questionnaire provided by Yea" 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review s 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Heview can. 


Soft Cover: HK$170/US$23.95/£20/$$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/8$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/5$15/M$17.50 per copy. 
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To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 
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Please rush me copy/copies of the Asia 1986 Yearbook as 
indicated. | enclose a cheque/postal order for. 
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(Please print in block letters) 
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Asia 1985 Yearbook (Soft Cover) 

Price: HK$170/78$23.95/£20/ iban 50/M$55.50 each 
No. OF COES cance o ke Jl by surface Li by airmail* 
Asia 1988 Yearbook (Hard Pond 

Price: HK$200/U5$27.95/£23.75/5$58.50/M$67 each 

No. of copies ss by suface G 


 *For airmail delivery. please add: 
HK$55/U8$7/£5/8$15/M$17.50 per copy. 


Q 
x 
s 
oO 
u 
Pond 
e 
2 
£x 
© 
iem MONE GAGNE Fes GORU GUN MIR WAN MEE o ce D DON VM GEMENS GG N 


HOS04Y6 .J 
















The road for a ims is : as 
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This road can be very short if we all help. 


for Refugees co-ordinates world-wide 
It may lead the refugee back to his home- A 


efforts to solve refugee problems, to give 
human rights back to refugees: work, edu- 
cation, freedom from persecution, legal 


N 
land. It may mean the beginning of a new V 
existence in a neighbouring country. Or it V 
may take him thousands of miles away from WC AA 


M 





| protection. 
his home. | l KE Since 1951, UNHCR has helped some 
The United Nations High Commissioner 25 million refugees to begin a new life. 


UNHCR 


United Nations High Commissioner for Refugees 





-.5-STAR 
B MEETINGS PROGRAMME 


y GONE: ONE ee S 2 NA uc ES EATING. Discover the value of having your 
e 7 mS ~~ Has, 4 NOW I meetings all planned out. From audio-visual 
equipment to casual coffee breaks down to 
well-sharpened pencils, Hilton International has it 
all thought out for you. 

To find out more about Hilton International 's 
5-Star Meetings Programme in the following 9 
cities, complete the coupon below and 
send it off today. 


SYY 


7j P. Bangkok Petaling Jaya 


4 Hong Kong Singapore 
A Jakarta Taipei 
= [1 St mS i 4 | Kuala Lumpur Tokyo 
c Se? © SON E X amm Í Osaka (Opening 


— ] Sep 10, 1986) 


| Marketing Director 
5-Star Meetings Programme, 


Hilton International Singapore, 

581 Orchard Road, Singapore 0923. | 
Please provide me with a 5-Star Meetings 

| Brochure, | 
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| Festival float; Will Adams: serious business. 
MN IUE 

to is a modern, touristy hot-springs 

spa (pop. 71,200) some 120 km to the 
west of Tokyo. Midway down the rocky 
eastern coast of Japan's [zu peninsula, 
the trip to Ito takes about two hours by 
express train. When the traffic is man- 
ageable — which it seldom is during the 
hot summer months — the trip by car 
can take three hours or more. 

At the peak of the summer season, 
the city's 900 or so hotels, inns and other 
accommodations can sleep 40,000 
guests. Disappointingly, however, the 
average occupancy rate curing the year 
is much less than half thet. Ito's tourist 
trade is by no means shrinking. It still 
accounts for more than 80% of the local 
economy. The nature of the business, 
however, has changed. 

Since the present mayor, Shozo 
Serizawa, took office in 1982, the abso- 
lute number of tourists visiting has risen 
by about 5% a year: last year, some 
6,780,000 came. Ito has benefited from 
what amounts to a nation-wide bocm 
for the hot springs (called onsen) trace. 
Affluent, leisure-seeking Japanese have 
taken to the waters as never before. 

What worries the furrow-browed 
Serizawa, and his energetic tourism offi- 
cials, is that much of the increase in 
tourism has been in the form of day-trip- 
pers. That does not help fill futons (the 
traditional Japanese bedding). More- 
over, Ito and other traditicnal onsen re- 
sorts have felt the pinch of changing 
habits of the new generation of bathers. 

The mainstay of onsen Eoteis used to 
be groups of Japanese men. They would 
arrive on company trips to eat, drink 
and perhaps cavort with onsen geisha 
(women who can be hired to entertain et 
informal parties for around *10,000 
[US$65] per head for 90 minutes) anc, 
of course, take baths. 

The new generation of onsen-goers 
however, tend to focus on families, and, 
more and more, young women and 
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young -couples are being lured by 
ubiquitous onsen promotion in the 
magazines and on TV. Among other 
things, that means Ito's innkeepers have 
begun to work furiously to upgrade 
ladies’ bath facilities, which in the old 
days were almost always smaller and 
less attractively located than those for 
men. 

Outside the inns on the streets of Ito, 
fashion boutiques now far outnumber 
strip joints and “pink” bars. As 
Serizawa put it: “Recent tourists want 
to take baths.” They also want more na- 
ture, culture and sporting activites. 

Ito is fortunate in being part of a na- 
tional-park area, surrounded by beauti- 
ful scenery and family-type things to do. 
But the city proper is a rather disor- 
ganised hodge-podge of decentralised 
planning -— a distinct disadvantage for 
anyone wanting to reorganise or 
beautify it in any major way. 

Whereas many onsen resorts have 
long pooled local hot-water resources 
into central facilities that serve all the 
inns, Ito’s hetels sink their wells inde- 
pendently. As a result, some hotels ap- 
parently do not have enough natural hot 
water. 

What the good citizens of Ito do have 
in vast reserve is chutzpah. That trait is 


-demonstrated best perhaps by the city's 
unabashed. adoption of Will Adams 
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(1564-1620) as a local hero of sorts, and 
the centrepiece of the most important 
celebration of the peak summer holiday 
season. 


his year on 10 August, Ito's 40th 

annual Will Adams Festival, replete 
with solemn ceremonies, was capped by 
a spectacular ¥29 million fireworks dis- 
play, paid for by local businessmen. 

Adams was the pilot-major (made 
famous as the model for the main 
character in James Clavell's Shogun 
novel) who in 1600, albeit accidentally, 
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became the first 
Englishman — to 
take up perma- 
nent residence in 
Japan. He arriv- 
ed in southern 
Japan on the 
Dutch ship De | 
Liefde, after a perilous two-year jour- 
ney from Rotterdam. He died of natural 
causes 20 years later, having won the 
favour of the powerful shogun, Toku- 
gawa leyasu, who unified Japan. For 
services rendered, Adams was awarded 
a fief near Edo (Tokyo) on the Miura 
peninsula and designated a samurai. 
Will is best known as Miura Anjin (or 
pilot of Miura), and that is what Ito calls 
the festival. 

Adams' connection with Ito, in the 
words of Ito’s tourist director Tadashi 
Makino, “was ignored for several c 
turies until just after the end of t 
Pacific war." Fortunately for modern 
Itoh, part of what Adams did in Japan 
was to build two Western-style ships for 
the Shogun. Historians surmised he did 
this in Ito at a spot where the main Ma- 
tsukawa river is joined by a smaller 
stream. 

The Adams-Ito link was revived by 
the curiosity of a British sergeant, who 
in 1946 stayed at the Kawana Hotel, a 
posh country club on the hills above Ito 
commandeered bv the British. Com- 
monwealth Occupation forces. Ito city 
fathers, seeking a means of reviving 
local tourism, saw the opportunity and 
proposed a Will Adams Festival. The 
first took place on 15 August 1947 — 
auspiciously the day Japan was allowed 
by the occupying powers to resume for- 
eign trade. 

There was dogged opposition from 
one of Ito’s rightwing nationalists 
naming the summer festival after a f 
eigner. The festivities, however, ha 
long evolved into serious (tourist) busi- 
ness with an unusual international 
flavour. l 

Thus, once again on 10 August did 
emissaries from Britain, The Nether- 
lands, Mexico (one of Adams’ ships was 
given to a shipwrecked Spanish grandee 
on the way to Mexico) and the com- 
mander of US Navy fleet activities at 
Yokosuka, along with a score of Japan- 
ese politicians, gather to place wreaths 
of flowers before a spotlit oil painting of 
Adams’ likeness. 

Led from the solemn ceremony by a 
team of baton twirlers, the dignitaries 
marched from a city auditorium to 
launch the annual Ito- Yokohama car- 
rier-pigeon race. They then rode in the 
annual Will Adams Festival parade, 
which included a team of leggy foreign 
Samba dancers, before relaxing, with 
about 100,000 other tourists, to watch 
the evening fireworks, and then perhaps 
to take a bath. — Richard Hanson 
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Severiano Ballesteros. A strong mind is his secret. 





Astrong watch his choice. 


The maverick of the golf 
course. That summed up 
Severiano Ballesteros when he 
first appeared on the leader 


boards. 


It still does. But now a new 
maturity invests his game. The 
youngest-ever winner of the 
British Open this century, 
twice winner of the American 
Masters, the winner of count- 
less international tournaments, 
he has now won his second 
British Open. 

And he did it because of 
his new awareness of when to 
attack a course and when to 
treat it with caution. 


5A 


He is now probably one of 
the most breathtaking stroke 
players in the game, his genius 
and flair beingsupported by im- 
mense concentration. “If I lose 
concentration, I lose the hole” 


Since Seve was nine years 
old, practising clandestine golf 
strokes after hours on his home 
Pedrena golf course, his sheer 
mental stamina has driven 
him on. Indeed, when someone 
asked him recently what he 
thought was the most important 
characteristic of a would-be 
champion, Ballesteros said 
promptly, "A strong mind’ 


His watch matches his single- 


minded search for perfection 
and superiority. A Rolex Day- 
Date.Self-winding with day 
and date display 

"Its a very strong watch, 
he says. "No water or sand can 
get in to it at all. And you know 
what? Every time I take a swing 
I'm winding it up: 

His undisguised display of 
triumph after the 18th hole at 
St. Andrews in 1984 was a touch 
oftheswashbuckling Severiano 
Ballesteros bubbling to the d 
surface. Strength, stamina an 


precision had kept 
him at the top. Just W 
like his Rolex. ROLEX 


of Geneva 





THE ROLEX DAY-DATE CHRONOMETER IN I8CT. GOLD WITH PRESIDENT BRACELET. ALSO AVAILABLE IN 18CT. WHITE GOLD OR IN PLATINUM. 
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Choosing the right XO is easy 
when you can afford Rémy Martin. 





IHE XO COGNAC by REMY MARTIN 
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Celebrate The Difference. 





The Kingfisher. Our symbol 
of imaginative service. 
Our belief that every visit 
to Pan Pacific is a 
flight for the imagination. 


Open 21st November, the Pan 
Pacific Singapore. A collection 
of 800 superb rooms and suites 
with bay, city and harbour views. 
The Kingfisher floor with 24- 
hour butler service, private ele- 
vator, lounge and library. 10 
restaurants and bars including 
Polynesian, Middle Eastern and 
Japanese. A Sports and Leisure 
Club, swimming pool, solarium, 
tennis courts. And a major con- 
ference centre with 24-hour 
business facilities. All just 15 
minutes drive from the airport 
and 5 minutes from the business 
and entertainment centres of 
Singapore. 





PANPACIFICSINGAPORE 


Ask your travel agent about our Early Bird 
package that entitles you to reduced room 
rates if you book between 1st September and 
30th November 1986. 


Pan Pacific Singapore, Marina Square, 6 Raffles Boulevard #01-300, Singapore 0103. Tel: 336-8111 
Tlx; RS38821 PPSH. For reservations, contact: AUSTRALIA, Sydney. Tel: (02) 264-1122 Tlx: 71979 
PPHSYD AA HONG KONG Tel: (5) 891-5720 TIx: 72308 GMMC HX INDONESIA, Jakarta. 
Tel: (21) 32-3707 Ext 1912 Tlx: 44514 HTLSARI IA JAPAN, Fukuoka. Tel: (092) 771-6655 Tlx: 723295 
THCFUK]Osaka. Tel: (06)227-1347 TIx:]25467PHGTOK YO Tokyo. Tel: (03) 214-3001 Tlx: J 25467 
PHGTOKYO MALAYSIA, Kuala Lumpur. Phone: 291-3757/291-3782 Tlx: MA 33722 PANKOR 
UNITED KINGDOM, London. Tel: (01) 491-3812 Tlx: 295860 TKKLON G UNITED STATES 
OF AMERICA, Los Angeles. Tel: (800) 538-4040 (Groups) (800) 663-1515 (FITs) Tlx: 312699 
PPH LSA.CONCORDIA WORLDWIDE HOTEL RESERVATIONS Frankfurt Tel: (069) 74-0466 
London Tel: (01) 730-3467 New York Tel: (516) 889-0541 Paris Tel: (01) 293-4619. 


239 PAN PACIFIC HOTELS An Ocean Of Hospitality. 

















How to select the right partner? 


When a country decides to start a ndear power program, it must face 
many problems. These problems may be economic, financial, industrial, 
technical or scientific. Furthermore, the list of materials and services 
suppliers or consultants contained in a nuclear directory is so long and 
abstruse that, reading it, is not a great help to select the right partner. 
Indeed, the good beginning is to establish a solid relationship that will 
just meet your needs, without any restraint. The partner will have to be 
reliable, experienced, competitive and flexible. Cogema is a reliable 
partner, as the only industrial company that masters all the aspects of 
the nuclear fuel cycle. Cogema is an experienced partner, after 40 years 
of experience with the French nuclear program. Cogema is a competitive 
partner, creating a healthy competition and servicing over 60 utilities in 
the world. Cogema is a flexible partner in the best sense of the word. 
Its success is based on its ability to meet its customers’ needs with 
tailor-made contracts. This is why more utilities decide to take the road 
to nuclear power, along with Cogema and its subsidiaries, whatever their 
5 requirements: consulting, uranium exploration or mining operation, sup- 
< ply of products and services, equipments and engineering. To select the 
right. partner, come and meet Cogema in order to compare. Objectively. 





COGEM 


The nuclear fuel company 
2 rue Paul Dautier. BP n° 4, 78141 Vélizy-Villacoublay. Cedex France. 
Tel, 33 (0) 398 46 986 41. Telex Cogem 697 833 F. 





avant-garde 





The new symbol of success... 


avant-garde” a perfect blend of outstanding jewellery watch 
design, watchmakers’ skills and space-age technology. The futuristic 
styling of the case and bracelet combines the luxury of warm golden 
tones with the highly-polished lustre of super-hard, scratch-resistant 
tungsten carbide. 

Watch and bracelet merge into a harmonious curve, enhanced by the 
scratch-resistant crystal. Water-resistant to 30 meters. 

Baume & Mercier has created these ultra-thin quartz watches with 
date for men and women of obvious distinction. 


KON 


BAUME & MERCIER 


GENEVE 
1830 





Showrooms & Service Centres: Hong Kong: Shop 15A&B Edinburgh Tower, The Landmark, Queen's 
Road, Centrzl - tel. 5-222339. Singapore: 0923, 581 Orchard Road, HEX 02-26/27, Hilton International Singa- 
pore - tel. 7328055. Thailand: 3ANGKOK 10500, The Time Midas CO LTD, 89/7 Bangkok Bazaar Rd, 
Rajdamri - tel. 251-2783. Philippines: METRO MANILA, La Elegancia Jewelry, Makati Commercial Center, 
Shoemart Bldg - tel. 882962. Malaysia: KUALA LUMPUR, G4-5 Ground Floor, Plaza YowChuan, Jalan 
Pekeliling - tel. 2438350. Indonesia: JAKARTA, Liberty Watches & Jewellery, G42-43, Ratu Plaza, Jalan Raya, 
Jenderal Sudirman - tel. 711998. Japan: TOKYO Heiwado Trading CO LTD, No 8. 1-Chome, Higashi-Azabu, 
Minato-Ku - tel. (01) 5861818. Hawai: HONOLULU 96814. Jewel Gallery, 1450 Ala Moana Blvd, 2201. 
Taiwan: TAIPEI, Hoover Watch & Gift Co. Ltd, 33/5 Sec. 2 Wu-Charg Street - tel. 3611911. Australia: 
NORTH MELBOURNE, Vic. 3105, Swiss Angle Agencies, 12-14 Leveson Street - tel. 03-3291833. For infor- 
mation in South Korea: YONGSANKU-SEOUL, Euro Fashion CO LTD, 4A Nodel Mansion, 302-45 Ychon- 
Dong, tel. 798-9521-5. 
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Phony reunification 


Your COVER STORY on Taiwan, 
Patience with threats [24 July], started 
off on the wrong foot with the statement 
that “. .. Hongkong was the first to ac- 
cept the [one country. two systems] con- 
cept." 

The fact is that 99% of Hongkong 
people have never "accepted" the 
concept. Rather, thev had it rammed 
down their throats by Peking which 
did not even allow Hongkong people 
participation in talks on their own fu- 
ture. 

The story has come at a time when 
Hongkong people's confidence in the 
"one country, two systems" concept 
was rocked to the very foundation by 
the Daya Bay debate showing a dicta-. 
torial Peking refusing to heed mi’ 
lions of scared Hongkong people pleac 
ing for the re-siting the nuclear plant 
farther away, say, in Hainan Island, 
thus proving the concept an entirely 
phony deception. 

I have lived in Taiwan and know 
that it is untrue that “the vast majority 
of people there desire reunification.” 
In fact, they all fear and loathe the 
communist system which has made so 
many people suffer wherever they 
rule. 

Nor are “the Kuomintang thwarting 
the people's wishes . . . and preventing 
Peking’s proposal getting through.” 
Deng Xiaoping would be shocked to 
learn that many magazines discussing 
the subject, including the REVIEW, 
carrying this COVER STORY have been 
allowed to circulate in Taiwan. 

Nor is defector Wang's nutty deci- 
sion to give up a handsome pay and 
comfortable life to hijack an aircraft to 
the mainland because of persone’ 
grudge and revenge a “starting poiní 
for “reunification.” There are nó 
enough nuts like the defector in Taiwan 
who fail to understand that in com- 
munist doubletalk, “liberation” means 
“enslavement” and “reunification” is 
"annexation and elimination of com- 
petitors." 


Hongkong Lin Chun-ying 


Factional consolation 


Due credit should be given to Susumu 
Awanohara [REVIEW. 28 Aug.] for 
drawing attention. to a new Liberal 
Democratic Party faction headed by 
Takeo Hiranuma which demanded that 
Prime Minister Yasuhiro Nakasone go 
through with his second visit to the 
Yasukuni Shrine so as to carry on a trad- 
ition rooted in indigenous religion of 
consoling, not glorifying all those who 
died in service of the state. Obviously, 
such consolation should be extended to 
people such as Hideki Tojo, Yasubumi 
Yamashita and many other well-known 
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eESR with Visual Display 
and Floppy Disk Drive Unit (ESR-VDU/F) 





|..elligent Teleprinter with 
ext Editing Capability 


he next generation of electronic teleprinters is here today 

1 the ESR version of the Oki MT100N. Drawing on more than 
century of experience in telecommunications and electronics, 
ìki has developed a compact, lightweight teleprinter fully 
onforming to CCITT Recommendations (Series S). 

he ESR-VDU version comes complete with a 72-character 
«19-line CRT display. An optional floppy disk drive makes 
vailable an even greater volume of text processing capability. 


Fully electronic design 

Interface flexibility 

Minimal maintenance liability 

Quiet and simple operation 

Bilingual capability (ASR) 

Wide model range: RO, KSR, ASR, ESR 





For more information, contact: 


Oki Electric Industry Co., Ltd. 
Information Systems Group 

10-3, Shibaura 4-chome, Minato-ku, 
Tokyo 108, Japan 

TEL: Tokyo 03-454-2111 

TELEX: J22627 
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IHE GIN OF ENGLAND 


Beefeater Gin is London born and bred. 
Distilled and bottled within the sights and 
sounds of London since 1820, to the original 
repe first created by James Burrough, 
\ the Gin of England is truly AERS S. 
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war criminals who masterminded the 
massacre of millions of people in East 
and Southeast Asia during World War II. 

Perhaps a new faction in the West 
German Christian Democratic Party 
should spearhead similar demand that 
Chancellor Herman Kohl invite Presi- 
dent Ronald Reagan to West Germany 
for a second visit to the Bitburg Cemet- 
ery “to console, not glorify” all those 
people such as Adolf Hitler, Heinrich 
Himmler and many other famous Nazi 
war criminals who died in service of the 
state. After all, people such as Tojo and 
Hitler gave their lives in serving the 
state didn't they? 


Honolulu, Hawaii A. Nori 
Serious guests 

It was such a pleasure to read Donald 
Wise's TI TRAVELLI R'S TALES [14 
Aug.]. I for one am tired of Derek 


Dade never-varying diet of non-i 
tive English users’ misspellings. Hv. 
much humour can you squeeze out of 
that old chestnut anyway? Let us have 
more TALES that stop one in one’s 
tracks and less of the stuff that only 
elicits amused titters 

Dhaka L. Chang 


Sons of the soil 


It is a pity President Pieter Botha’s does 
not look 9,000 km to the east-northeast 
for the solution to South Africa’s cur- 
rent problems 

Although there were Bushmen there 
before, the Afrikaners have a rea- 
sonable claim to be the original people 
of what is now South Africa. The Af- 
rikaners can thus declare themselves 
to be the sons of the soil, or bumipu- 
tra as such people are termed else- 
where. 

As usual, it was the fault of the 
British colonialists for bringing in o 
siders to supplement meagre labé 
forces. 

The answer is for the Pretoria gov- 
ernment to give the vote to all registered 
citizens. Of course the parliamentary 
constituencies would be arranged so 
that in those areas where non- 
bumiputra predominate, a much larger 
number of voters is required to return 
one MP than in the bumiputra areas. 

Who can argue against such laws? 
They work very well in at least one 
Asian country. 

Tokyo Tung En-chik 


Reliable sources 


It seems that the readership of your 
publication consists mostly scholars, 
government officials and business peo- 
ple concerned with current events in 
Asia and the Pacific. You may also 
know that your publication is also read 
by a small number of leftists like myself 
who are interested in ying regions. 
Thus, all the above read the REVIEW be- 
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If you’re planning to do business in Germany, 
you should look for a bank that understands 
a bit more than just German business. 


You need an interna- 
tional bank that's at home in Z 
Germany. A bank that can not > a 
only help you with the complex- 
ities of the German market, its 
laws and regulations, but can 
also appreciate the implica- 
tions for your international 
business. A bank that's large 
enough to offer you all the fi- 
nancial services you need, yet 
flexible enough to produce 
detailed solutions to specific 
national problems. We are 
Germany’s second largest 
bank, with 1,000 domestic 
branches, and over eighty of- 
fices worldwide. After being in 
Anternational business for more 
than a century we work for 
about 100,000 companies. 
We can offer you a profound 
knowledge of German busi- 
ness — and a bit more. 
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One of the leading banks in the world. / Bank WIT 
Dresdner Bank AG á fl EY ES VC 
Head Office: Jürgen-Ponto-Platz 1, 6000 Frankfurt/Main, CN NM 

Fed. Rep. of Germany. na 

In Asia: Beijing, Bombay, Hong Kong, Jakarta, Osaka, Seoul, Singapore, 

Taipei, Tokyo - Dresdner (South East Asia) Ltd., Singapore. 

In Australia: Melbourne, Sydney. 
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— TRAVELLER UP WHERE 
HE SHOULD BE. 


Exclusive accommodation, separate 
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| a private lounge serving complimentary 
continental breakfast and cocktails 
| At Hilton International we take 
the business traveller up to a new level. 
The Executive Floor. 
It's all part of the service. 


Bangkok 
Brisbane * 
Hong Kong 
Kuala Lumpur 
Osaka 
Petaling Jaya 
Sydney 

Tokyo 


*Opening late 1986 





travel agent, any Hilton 
International hotel or 
Hilton Reservation 
Service. Ask for our 
Executive Floors. 


HILTON INTERNATIONAL 











| express check-in, concierge and personal butler, 


For reservations, call your 
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cause they need a r 
formation: 

Your publication can ill afford to 
have a fundamental misunderstanding 
of the situation in Cambodia. Recent 
mutinies and desertions by Cambodian 
troops of the Heng Samrin regime 
should give observers reason to pause 
for reflection. The following question 
should be asked: if the “Pol Pot re- 
gime" was so bad, why are foreign 
troops required to keep Pol Pot from re- 
turning? Vietnam and its supporters 
may like to point out aid from China, 
but does this imply a shortage of aid 
from the Soviet Union? 

If the Khmer Rouge is so unpopular, 
then Cambodians should be flocking 
to another Cambodian group. If the 
Heng Samrin government is lacking 
in support, the reason is simply that 
Vietnam is guilty of genocide, not Pol 
Pot. 

Oakland Milton Tak 


Bending the rules 


I was very happy to read Linda Jaivin's 
piece on the John es affair [ARTS & 
SOCIETY, 14 Aug.|. I fully agree that 
too little attention has been given to the 
fact that Burns and Ed Mc Nally broke 
Chinese law and endangered the wel- 
fare of a Chinese national. 

Yet, as someone who has spent a 
couple of years in China doing disserta- 
tion research, I am more disturbed by 
the stupidity of the entire situation. 
Burns’ long experience here should 
have taught him that one can bend the 
rules to a great extent, but not blatantly 
break them. As for McNa lly, a lawyer 
on leave from the US Justice Depart- 
ment and ex-speech writer for Vice- 
President George Bush, I can only say 
that his behaviour in China during 
the entire year was very sophomoric and 
reflected badly upon more serioj 
foreign scholars. While both mę 
lacked sensitivity to their own positions 
in China, it is onlv Zhang Daxing who 
will suffer the consequences of their 
follv. 

Peking Lawrence C. Reardon 


Cheap loans 


There was a bloomer in SHROFF 
[7 Aug.] on Indian takeovers. The 
controversial bank loans to Reliance 
Industries Ltd amount to approximately 
Rs 59 crores, that is Rs 590 million 
(US$43 million), not thousand. SHROFF 
has coolly missed out three zeroes. 
Were his figures correct, it would have 
meant that a clutch of 63 companies 
have collectively borrowed a measly 
US$800 each. 

Calcutta Sujoy Gupta 








| Pseudonyms are accepted, but letters in- 
tended for publication in these columns 
must bear the writer s signature and address. 
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SCIENCE / SCOPE" 


| r * | ora on such TOR advances asa ae colinigne for Keeping a a satellite pies in orbit. a an n infran > l 
.. guided missile, and a spacecraft instrument that could categorize the surfaces of planets. Today | B 
. Science/Scope appears in approximately 80 publications worldwide and 10 languages, | We thank our S n 


. readers for their continued support. 


x ‘Confort and safety have been built into a night-vision system for pilots flying helicopters. The Aviators : B 
. Night Vision Imaging System (ANVIS) is a helmet-mounted binocular that intensifies nighttime scenes — —— — 





.. illuminated by faint moonlight or starlight. ANVIS eliminates tunnel vision and gives a pilot ample _ 


— -(ASARS-2), designed to complement electro-optic sensors, is flown on a U.S. Air Force TR-1- 
|... reconnaissance aircraft and provides real-time radar imagery to a ground station in all weather. 









i. -classifications of targets on a single pass. The system also has a spotlight mode, which allows the _ 
. . antenna to look back or forward to focus on a suspected target and glean more detail. Hughes is 
< producing the system for the Air Force under a development and production contract. 






^. peripheral vision to aid in flight. This peripheral aid also allows the pilot to look down to read maps and | | : d | 
instruments. To make ANVIS minimize fatigue, ANVIS incorporates aspheric plastic lenses. Hughes — = 
Optical Products, a Hughes subsidiary, builds ANVIS for the U.S. Army. | 


From Alaska to Florida, from Labrador to Hawaii, a new air defense system helps protect North America 
by watching the skies far beyond U.S. and Canadian borders. The Joint Surveillance System (J SS) can 
detect attacks from space, by aircraft, and by missiles launched from submarines. The system is 
comprised of eight regional operations control centers that tie into existing civilian and military radars. — 
Each center receives radar data through a communications network with 285 circuits. Computers | process s 
information, prepare it for display consoles, and compare it with known flight plans. When anaircraftis — 
-. classified as unknown, fighter interceptors scramble and are directed to make visual identification. p 

. Hughes developed and built JSS for the U.S. Air Force. . | 


The U.S. Marine Corps has extra punch for close air support now that the first production modelsofthe — 
laser-guided Maverick missile are rolling off the assembly line. The air-to-ground missile, designated the - 
AGM-65E, guides itself on a coded reflected laser beam from a target illuminated by a laser designator. 

This precise designation allows the Laser Maverick to be launched safely at targets located near friendly 
troops. The weapon can be carried by four Marine Corps aircraft: the AV-8B Harrier II, the F/A-18 Hornet 

. Strike Fighter, the A-6E, and the A-4M. Its 300-pound warhead carries a delay fuze, which can be set 

while airborne prior to missile launch to detonate on impact or after penetrating a target. In operational 

-. tests, the Laser Maverick was successful 15 times in 15 launches. The missile, built by Hughes, shares the 
same uiris and propulsion system as the U.S. Air Force infrared-guided Maverick. 








A new-generation mapping radar has two advanced features to help it spot military targets and create 
. maps with resolution equal to that of infrared sensors. The Advanced Synthetic Aperture Radar System : 












<- ASARS-2 has a “squintable” antenna, which allows it to look around obstructions to make maps and. 


For more information write to: P.O. Box 45068, Los Angeles, CA 90045-0068 USA 


„© 1986 Hughes Aircraft Company a DE: 
Subsidiary of GM Hughes Electroni 


SAMSUNG 


Official Supplier for Video Products 
of the 1986 Asian Games 


High Spirits 
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Striving for Beauty 


Samsung. We re striving for beauty and that s We at Samsung have this flexibility and imagination 
more than a pep talk. Who else in the eiectronics that can be acquired only after vears of Sparta 
biz manufactures cur kinds of products with such training and back-breaking efforts. 
genuine, unique teye-catching designs and We really cooperate. All parts of Samsung's organiza 


ultimate high-tech sophisticat:or 

Samsung's 1.500 R&D experts are the elite of 
the nation. They ve got ultramodern facilities 
and a reassuring 595 of Samsung s revenues as 
tinancial backup. An attractive, neat setup but 
that s not enough to make satellite receivers. 
audio and video equipment. home appl:ances. 
office automation and all other Samsung crea 
tions worthy of the cherished Samsung label. 

lo make beautifu. products you have to have 
a beautiful mind that's open to new ideas 


tional body are ready for optimal collabora 
tion — they re in excellent shape. bursting 
with energy and yet in perfect control. Just 
like the world s top athletes that we'll be 
serving as the major official suppliers of 
audio and video equipment, and electrical 
appliances for the 86 Asian Games. 

Samsung. So next time you ve got electron 
ics projects, do business with us. Well put 
you and everybody else in high spirits. Isnt 
that the beauty of it all? 


SAMSUNG 
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V ery low prices and huge surpluses of farm products are 
putting a severe strain on the international trading sys- 
tem. The root of the problem is the huge subsidies paid to 
producers in Europe, Japan and the US and the dumping of 
the resulting surpluses on world markets at giveaway 
prices. Unless a Gatt meeting this month can reverse the 
trend, the trade war in farm crops is likely to grow, doing im- 
mense damage to efficient exporting countries and the 
| world-trade system. Deputy editor Philip Bowring looks at 
the nature of the problem and the myriad dangers, and cor- 
respondents in Asia, Europe and the US look at farm pro- 
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duction, prices and policies in the major producer and consumer countries. 


Pages 138-162. 


Cover illustration by Lui Mo Ping. 





Page 18 

ter 18 years of bloody revolt, the 
. ipino Muslims have a chance of 
negotiating with the government on 
autonomy. 


Page 20 

A Thai Government crisis is defused 
when a minister resigns over charges 
of insulting the royal family. 


Page 21 

Malaysian Chinese Association 
leader Tan Koon Swan offers to resign 
from his Singapore prison cell. 


Page 23 | 
The Singapore Law Society, the legal 
profession's supervisory body, is in 
for tighter legislative regulation. 


Page 24 

Some Hongkong representatives say 
China is having it all its own way in 
drafting the territory's future mini- 
constitution. 





HAMISH McDONALD 


Pages 37-42 
Australia s vast, under-populated 
Northern Territory is not only the 
closest part of the country to Asia, it 
has a similar ‘developmental’ attitude, 
unlike the more prosperous, old-es- 
tablished southern states. 


Page 48 | 
Indias new missile testing. range, 
though meant for the civilian space 
programme and conventional military 
use, could come in handy for exercis- 
ing the nuclear-weapons option. 








Page 62 | 

President Ershad of Bangladesh re- 
tires as army chief and plans to con- 
test the October presidential election 
as a candidate for the ruling Jatiya 


: Party. 


Page 62 

South Korean President Chun reshuf- 
fles his cabinet, filling many key posts 
with ruling Democratic Justice Party 
stalwarts. 


Pages 69-116 

The international  portfolio-invest- 
ment game is changing fast — with 
many new players, and new rules. 
FOCUS on International Investment & 


Finance charts these momentous 


changes. 


Page 117 

The Soviet Union is making an effort 
to woo Japanese trade and invest- 
ment — and pave the way for a visit to 
Tokyo by Mikhail Gorbachov. Mean- 
while, a Japanese trading company 
has been allowed an office in Viet- 
nam. 


Page 118 

Negotiations between Taipei and 
Washington to allow US beer, wine 
and cigarettes into Taiwan have 
broken down, raising the possibility of 
US retaliation. 


Page 122 

China has found that attempts to reg- 
ulate its economic growth through the 
banking system do not work and is 
looking again at a more sophisticated 
form of central planning to guide eco- 
nomic development. 


Page 165 | ' 
China's advertising industry is boom- 
ing as the country's consumption 
drive gathers pace, but foreign com- 
panies in the market will have to wait a 
long time for their rewards. 
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REGIONAL AFFAIRS 


Philippines: The Misuari gamble 18 
Thailand: Right royal storm 20 
Prem's great expectations 20 
Malaysia: Second time unlucky 21 
Singapore: Reining in the lawyers 23 
Hongkong: Little by little 24 
Australia: The last frontier  — — ^ 8-3 ^3 37] 
No Darwin connection’ — —.  . .38| | 
42 
47 
48 
62 
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Hard-knocks farming 

Left out on the fringe 
India: Go for more MiGs 

Options in outer space 
South Korea: A party cabinet 
Bangladesh: He stoops to conquer 





ARTS & SOCIETY 
Politics: Philippine history is not a piece of cake 
Tourism: One hotel, two systems 





FOCUS 


International Investment & Finance 


BUSINESS AFFAIRS 


Economic relations: Moscow looks east .— — — . 117 | | : 











142 | | 





Unequalentreatiesin Taipei — ==  — 118 | | 
Projects: More aid for trade in Kuala Lumpur 119 | |. 
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A perfect example of subsidies gone wrong 

Asurteit of cotton ee 
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Costly self-sufficiency in Indonesia —— — —. 146 | | - 
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Australia's farmers reap recession's bitter harvest _ 162 | f 
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Shipping: On separate tacks in Hongkong  —  . 166 | - 
Market: The Colombo plan .—— — 1 168 | 


Investment: Soft drink, hardroadinlndia. — — 169 | | — 


REGULAR FEATURES 
Letters 
a ae e aS RADO Mo 
eee ge Se eee riri TNA 
LC) | — LÁ emi TCR SS 
OSEH CORIN —— id eS ee 
Guest Traveller's Tales —— — = 1  . 6f 
ee Se PR o 
Economic Monitor: Taiwan —— .— 1. |. 124 
Lic: AUDERENT SERENA T LU 
Dompany results a rera 1 ON 
EXUBAODTEOS ee 
RS Se NERO ERIE SG: P 
Pacas ana trends’ 72-7 ae 
Backpage Letter: Manila _._.-.4... 180 








— ME 


. La x TU bay $3.4 Ey, X nm "ir f 
UO. TEOTAN S -*- a ate CA) sad ? A ] 
i» re VA TR WEST d PM s at 
& R > R S 7 UJ tne o * ie 5 4 P- , Ann LA Ie 
=e Lm d it. ~ rn Vom 
S +- 





161 | | 


———— WT = 
RIT NUM EET 


A 
wth ae QN 7 oe D J 
^ 
^ - r ue A à 
T ^ * ' 
E 7. X */W- s ve 
€ 7 J3$ v Bn ity! t 





:hov's proposals 
igue Philippines 
heal Vice-President and 
| Foreign Minister Salvador 
| E rel said on 26 August that 
|. recent. hints by Moscow on 
na atching any US force reduc- 
L E. in the Philippines with re- 
| d du ctions of its own forces using 
| fa cilities in Vietnam ' deserved 
| serious consideration." He also 
B told an audience, including vis- 
iting Soviet Foreign Ministry 
. Official Anatoly Zaitsev, that 
| Deputy Foreign Minister 
| Leticia Shahani would visit 
p Moscow in October. 
itsev, who heads his 
min nistry” s Scutheast Asia sec- 
“ton said at a press conference 
de Manila that Soviet leader 
«hail Gorbachov's 28 July 
" n on this issue in Vla- 
divostok were "deliberately: 
E “ to encourage further 
| 5 ssion. — James Clad 


Students arrested in 
| € S crackdown 

[g fe th Korean police said they 
ps arrested 169 students in a 
rackdown carried out over the 
past four months prior to the 
A opening of the Asian Games in 
jose soul on 20 September. Stu- 
nt demonstrators in the capi- 
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Lr against Seoul host- 
5 the games because they 
i consider that they will 
7 | strengthen the regime of Presi- 
| dent Chun Doo Hwan, which 
| they want removed. 
ccording to the police, 63 
| of the students have been ac- 
| cused of infringing the Na- 
tional Security Law. This im- 
| plies that they are sympathisers 
p or spies for North Korea. 

— Paul Ensor 


Beo iosee out 

_ in aircraft deal 

: Two. weeks before the sched- 
| uled state visit to Jakarta by 


I: 


| terrand, Indonesia has con- 
| founded Paris by signing what 
pocas to be a letter of intent 
to purchase a squadron of US- 
| made F16s instead of Mirage- 
| 2000s for which the French 
_ Government ^as been lobby- 
| ing. According to press re- 

| ports, under the US$337 mil- 

lion deal General Dynamics is 
| offering a 3576 "offset" pur- 
| chase of components and parts 
i] from IPTN, Indonesia’s state- 
| owned aircraft company at 
A E 
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Etal al have recently started chant- | 


French President François Mit- - 


The agreement's timing and 
hints of discord over the deal 
on the Indonesian side in- 
trigued diplomats, who recall- 
ed a statement two weeks ago 
by Research anc Technology 
Minister B. J. Habibie that a 
decision on the Fl6s had not 
been made. Commander of the 
armed forces, Gen. Benny 
Murcani, however, favours 
F16s on the grounds of regional 
standardisation 2s Singapore 
and Thailand have opted for 
the same aircraft. 

— Shim Jae Hoon 


New opposition party 
formed in Pakistan 

A new opposition party, 
mainly composed of dissidents 
from Benazir Bhutto's Pakis- 
tan People's Partv (PPP), has 
been formed in Pakistar. Led 
by former Sindh chief minister 
Ghulam Mustafa Jatoi, the Na- 
tional People's Party (NPP) 





was formed at a convention in 
Lahore attended by 1,685 del- 
egates. Jatoi criticised Bhutto 
for “dictatorial tendencies” 
and “an authoritarian stvle of 
leadership.” 

The NPP is calling for the 
formation of a national govern- 
ment made up of representa- 
tives from all political parties to 
supervise fresh elections on a 
party basis. Jatoi said the NPP 
might apply for membership of 
the opposition umbrella group, 
the Movement for Restoration 
of Democracy. As an alterna- 
tive, he said, it would also 
consider forming a new opposi- 
tion alliance which would 
exclude the PPP. 

— Husain Haqqani 


CORRECTION 


The photograph that appeared 
with Chima — by the rules 


or despite the rules (ARTS & 
SOCIETY, 14 Aug.) was taken by 
Liu Heung Shing'The New 
York Sines: 











Bank of China and Citic 

in Hongkong tunnel loan 
The Bank of China (BoC) and 
China International Trust and 
Investment Corp. (Citic) will 
join eight local and foreign 
banks to lead-manage two syn- 
dicated-loan facilities totalling 
HK$3.4 billion (USS436 mil- 
lion) to build a second cross- 
harbour tunnel in Hongkong. 
The other banks are the Hong- 
kong and Shanghai Banking 
Corp., which submitted a joint 
proposal with the BoC, Stand- 
ard Chartered Bank, Hang 
Seng Bank, Barclays Bank, 
Banque Indosuez, Bank of 
Tökyo, Long-Term Credit 
Bank of Japan and Mitsubishi 
Bank. 

A Japanese source said the 
foreign banks wanted the par- 
ticipation of the state-owned 
BoC and Citic for “emotional 
reasons" related to uncertainty 
over Hongkong's future after 
1997. Repayment of the loans, 
once construction is com- 
pleted, will be from funds gen- 
erated by the tunnel. Con- 
struction of the 1.8-km com- 
bined road and rail tunnel 
beganin August. — Emily Lau 


Foreign investment 
in Indonesia slumps 
Foreign investment commit- 
ments in Indonesia approved 


during the first half of the year. 


dropped by 64.7% from the 
same period of 1985, to 
US$139 million spread among 
17 projects. Government offi- 
cials insisted the drop did not 
indicate a trend, saying invest- 
ors had been waiting for the 
"May 6" policy package of in- 
vestment reforms (REVIEW, 22 | 
May). Implementation of the 
package's measures to 
liberalise the investment cli- 
mate is still incomplete. 

— Vaudine England 


Jakarta, Seoul still 
undecided on LNG price 


Although the critical issue of 
pricing remains unresolved, In- 
donesia's state-owned oil com- 
pany, Pertamina, has an- 
nounced that it will deliver next 
month to South Korea the first 
shipment of liquefied natural 
gas of a 20-year, 2 million ton- 
nes-a-year agreement signed in 
1983. While Pertamina has 
proposed a price equivalent to 
US$16.50 a barrel of crude oil 
(the present official price of In- 
donesia's premium crude), the 


Pe d Gas Corp. reportedly 
offered 
US$10 a barrel. 





the equivalent of 


A provisional price cover- 
ing the first shipment is still to 
be determined, according to 
sources in Seoul. A South Ko- 
rean delegation will arrive in 
Indonesia this month for 
another round of negotiations. 

— Shim Jae Hoon 


Simex begins trading 
Nikkei index contract 
The Singapore International 
Monetary Exchange (Simex) 
began dealings in futures con- 
tracts of the Nikkei index of 
225 Japanese stocks on 3 Sep- 
tember. J. Y. Pillay, the man- 
aging director of the Monetary 
Authority of Singapore, the 
quasi-central bank, said Sim 
intends to introduce a "U * 
Treasury-bond contract by the 
end of the month. He added 
that Singapore stockbrokers 
may want to follow the clearing 
system of Simex, whereby 
members are responsible for 
any default of another broker. 
— Nigel Holloway 


Reliance forced to 
ease debenture terms 


Beleaguered Indian. textile 
giant Reliance Industries call- 
ed an extraordinary general 
meeting to announce it would 
reduce the conversion pre- 
mium on its forthcoming de- 
benture issue to Rs 115 
(US$9.20), rather than Rs 190 


‘as initially proposed. The 


lower premium reflects the 
stock’s 30% decline on local 
stockmarkets in the face of a 
steady drumbeat of adver-~ 
news. The size of the issue 1 
mains the same, Rs 4 billion, ur 
Rs 5 billion if oversubscribed. 

‘ — Lincoln Kaye 

n boosts efforts 
se rice exports 
o has scld 17,500 tonnes 
of rice to the UN Food and 
Agriculture Organisation for 
more than US$2 million, to be 
used in the “Food for La- 
bour” programme in Cambo- 
dia. The sale is part of vigor- 
ous efforts, including a visit 
by Trade Minister Khin Maung’ 
Gyi to the Soviet Union, to 
boost rice exports to around 1 
million tonnes from last year’s 
646,000 tonnes, following fore- 
casts of a large harvest of 9.5 
million tonnes this year. Major 
purchasers this year have been 
the Soviet Union (agreeing to 
take 130,000 tennes, mostly for 
supply to Vietnam) and China. 
— M. C. Tun 
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In Tianjin, a shining example 
of Swiss expertise. 


For centuries the Swiss have been renowned as masters of their craft, not least in their tradition of 
impeccable hotel keeping. Now Swissótel will uphold this reputation in the People's Republic of China, 
with a luxury hotel of truly European distinction. 


Clear Business Sense 

The 348-roomed Crystal Palace Hotel, located directly opposite the new Tianjin Exhibition Centre and 
just ten minutes from the city centre, is designed for the executive. Our fully equipped business centre, 
seven versatile function rooms and banqueting hall for up to 350 guests will fulfil all your important 
business requirements. 


A Reflection of Good Taste 
The perfect places for business and for pleasure, our four intimate, exclusive restaurants will offer you 
the highest standards of authentic European and Oriental cuisine. 


Brilliantly Relaxing 

Located on the edge of a tranquil lake, the hotel's outstanding leisure 
facilities including hea!th club, swimming pool and tennis courts will 
give you the perfect opportunity to unwind completely after a busy day. 


Reservations 

For reservations, please contact your travel agent, Utell, LRI, your nearest 
Swissair office or the sales office ( Asia) at: 

Swissotel 

13/F, Kai Seng Commercial Centre, 4-6 Hankow Road, Kowloon, 

Hong Kong. Tel: 3-7321275/7 Tix: 34064 PENGP HX 


The 
Crystal Palace Hotel 
Tianjin 


A BEC dS S442 


X UNT... 
swissótel 7 





Other Swissótel Hotels: Hotel International, Zurich * Hotel Président, Geneva * Hotel Bellevue Palace, Berne * Le Plaza, Basle 
* Lausanne Palace, Lausanne * Montreux Palace, Montreux ® Amsterdam Ascot Hotel, Amsterdam * Chateau Marquette, Heemskerk’ NL 
* Le Royal, Luxembourg * Le Belson, Brussels * The Drake Hotel, New York * The Lafayette Hotel, Boston 
© Swissótel, Seoul/Korea (opening autumn 1987) * The Swiss Grand Hotel, Chicago (opening summer 1988) 
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I T. PES IS AL Raw a, 


UNWELCOME Il " 
The Thai Government is worried 
about China's growing political 
influence over the two none | 
communist factions in the Cambodian 
resistance coalition. Bangkok and its 
.Asean partners have been happy over 
the past few years to see Peking —.— 
pping up military supplies to the 
factions — the Khmer People's 
. National Liberation Front-and one 
-ded by Prince Norodom Sih | 
in addition to continuing its 
for the Khmer Rouge. >- 


GUN. FOR DRUGS > | 
International anti-narcotics agencies 
are becoming increasingly concerned 
-about the activities of overseas . 
Tamils. The theory is that Tamils are 
. fgthe drug trade to fund the Tamil 
»eparatist groups fighting in Sri — 
Lanka. Tamils are known to have 











been involved in heroin trafficking in. 


Amsterdam, and Western anti- : 
narcotics agents believe that legally 
gathered remittances to the guerilla | 
groups by overseas Tamils cannot. 
alone be enough to pay for the heavier 
weapons now being used by the `> 
rebels. 


FIGHTING BACK _ 
The Tjahaja Caledonia Steel Co. of 
Indonesia has lost a:tussle in the- 
courts with Bank of America’s 
Jakarta branch. The bank petitioned 
for the right to claim collateral on its- 
loans to the steel company. The 
iiio counteicharged that the 
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‘paNGLADESH | 
A special Soviet envoy, O. V. Bostorine, 
arrived on an official visit, itwas reported (27 


Aug. 
E am j 


CHINA 2 

- Governor of Hongkong - Sir Edward 
Woude held talks with Vice-Foreign Minister 
Zhou Nan on Hongkong's concern over the 
‘Daya Bay nuclear plant (/ Sept.). A senior 


). President H. M. Ershad Done as 
thief (28 Aug : 











€ hin 5 top intelligence secrets defected to 
the. West, though the country is unknown, it 
was eee (2 Sept.). 


z A man arrested for the murder of Gon 
A. S. Vaidya was released on personal bail 
after proving his arrest was a case of mis- 
taken identity, it was reported (28 Aug.). 
Tribal guerillas shot dead 14 villagers and 
wounded six in an attack in Tripura state, it 
was reported. Prime Minister Rajiv Gandhi, 
outgoing chairman of the non-aligned move- 
ment, arrived in Harare, Zimbabwe, to at- 
snd the non- aligned summit M AHE ). 


se. intelligence official with access to - 





: nuda free "zone of peace, 


peces under he 





bank had not fulfilled i its Sableatons 
on the account, but this was rejected 
by the courts. The bank's victory was | 
a first step in regaining credibility lost + 
as a result of local press allegations of 
fraud. It has had to write off US$150 
million in bad loans since last year, 
and allegations of collusion and 
kickbacks by its previous 
management may be subject t toa US. 
tax investigation. 


NUCLEAR INITIATIVE © 
The Soviet | 
Union, which has 
mounted a major 
diplomatic 
offensive in 
several Asian 
\ | Capitals to sell 

m Soviet leader 
mo Mikhail 
AZ Gorbachov's 
TA" proposals for an 
Asia- Pacific 
"is trying 
to persuade India and Pakistan to sign 
the Nuclear Non-Proliferation 
Treaty. The Soviet initiative means 
that the interests of Washington and 
Moscow in ensuring nuclear non- 
proliferation in the Subcontinent are 
converging. 


SOUTH AFRICA’S FRIEND 


An official visit to Taipei by South 
African Foreign Minister R. F. 
Botha, to begin on 7 September, is 
expected to focus on what role 
| Taiwan might pa in helping South 





JAPAN ^ 
Soviet Vice-Foreign Minister vikra 
Kapitsa arrived on an official visit IARR: 


MALAYSIA 


Tan Koon Swan sent in his resignation as 
presioen of the Malaysian Chinese Associa- 


tion (27 Aug. Je. 


PAKISTAN 





| 


| 
" 


Hundreds of riot police blocked about - 


4,000 anti-government demonstrators from’. 
marching towards the house of the chief 
minister of Punjab (28 Aug.). Dissidents 
from the opposition Pakistan People’s Party 
formed the National People’s Party led by 
Ghulam Mustafa Jatot GI Aug. Jar 


PHILIPPINES 


Muslim rebel leader Nur Misuari re- 


turned from his exile in Libya for a historic 


meeting with President Corazon eae (1 
Sept). 
SOUTH KOREA 


Dissident < leader Kim Dae Jung was 
Arrest pen to ee 
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EMERGING CONSPIRAI Y. 


conspiracy hatched over a long 


'surprising given known cases in the | 


was presumed to be a rebel craft off 




































Africa get around possible econ: 
sanctions, as well as on seeking to 
build closer economic and politic; 
ties between the two diplomaticall 
isolated countries. The five-day visit 
is timed to coincide with an annual . 
economie and technical cooperatio 
conference, which opened on ro 
September in Taipei. 


The investigation into th 
burning of the tantalum plañ 
Thailand has now been focused 
influential ore-smuggling elei 
whose interests would have be: 
jeopardised if the plant bec: 

operational. One theory is th: 


period culminated in the destructi 
of the factory and local police 
authorities might have been aw 
the plot but chose to turn a blind ey 
If proven correct, this would not be 





past of police collaboration with : 
illegitimate private interests engage 
in smuggling and log poaching. 


INVESTMENT MOVE 


British Petroleum is negotiating wha 
it expects to be the largest single — 
portfolio investment by a British firm. 
in South Korea if the South Korean 
Government gives its approval. The. 
investment plans are in line with the 
decision of the energy giant early this 
year to raise the share of its assets in. 


the Asia- Pacific region from 1% to. 
5a. 


him froni attending weekend rallies. se] 
duled by the Rew mora Democratic 
(30 Aug. ): i | 


SRI LANKA ^ 


A Sri Lankan sat vessel destroyed al 


northern coast killing all eight occupants 
ficials said (28 T ) ; 5 


THAILAND - Pu 

Deputy bands - Minister ` : 
Musikapong was formally ances wit 
counts of insulting the monarchy (28, 
A gunman armed with a grenade burst in 
the Bangkok Criminal Court building an 
freed. two Hongkong men on trial forro 
bery (29. Aug.). Prime Minister Prem T. 
sulanond re-instated 28 former senior arr 
officers who took part in an abortive co 
against the government in 1981, milita 
sources said (30 Aug.). Police shot dead t 
three men who had been wanted since th 
dramatic escape from the Bangkok court ( 
| Aug.). Veera resigned citing political fallo 
from charges ve ‘he insulted the monarc 
(1 Sept.). "4 eU 





D Corazon Aquino takes a risk to ey to end Moro rebeligh 


| The iuit Cama 


| By James Clad in Manila 


rompted by intense diplomacy in 
Southeast Asian capitals and in the 
Middle East, President Corazon 
| Eno s Cecision to meet exiled Moro 
_ National Liberation Front (MNLF) 
.| chairman Nur Misuari has put the 
. Philippines’ long-standing Muslim re- 
| volt suddenly on centre-stage. Even if 
the encounter does nothing more than 
set an Aia for further talks, the 
 meeting's significance reaches far 
| beyon the possible settlement of the 
bloody, 18-year rebellion that has 
caused more than 100,000 people to be 
killed and cisplaced 300,000. 
Indonesia and other neighbouring 
| countries helped hasten the dramatic 
| coming together of the new, inexperi- 
d. enced Philippine president and the vete- 
| ran Muslim rebel. These countries 
| deeply fear a spill-over effect from re- 
| sumed fighting if a peace settlement 
| with the new government in Manila 
i 
| 


A E 


d 


does not come soon. Manila's Asean 

. neighbours have another reason for 

_ keen interest in the outcome: any hope 

of finally ending the region's most 

= | troublesome territorial: dispute, Man- 

= | ila’s long-standing Sabah claim, also 

| hangs on a comprehensive settlement of 
| the Muslim conflict. 

Misuari cannot speak for all Muslim 

. Filipinos. Despite the MNLF's revolu- 

. tionary pedigree, traditionalist Muslim 

» groups have splintered of? from the par- 

* ent, dissatisfied with hardline demands 

| and incessant — though now only 

ED — fighting with the military. 

ntenders for Muslim svmpathy in- 

| clude former MNLF vice-chairman 

= | Hashim Salamat who heads the Moro 

| Islamic Liberation Front (MILF), now 

at the strongest rival to the MNLF. 

.| Another splinter group. the Bangsa 


Moro Liberation Organisation, also 
| complicates the picture. 
n" Misuari’s power base lies in the 


= | “deep south” Sulu Sea area, with a lesser 
. | hold in Maguindanao tribal areas on 
= | Mindanao. In all, the factions have be- 
| tween 15,000 and 20,000 guerillas under 
_ | arms, but the MNLF's fighters, based in 
|} at least 13 permanent camps, form the 
| insurgency's disciplined hardcore, and 
. | Misuari has unquestioned and pre-emi- 
. | nent prestige as the father of the con- 
. | temporary Muslim Filipino rebellion. 
Ert Despite Asean intermediaries In- 
.| donesia, Malaysia and Brunei — mem- 
| bers of the Islamic Conference Organi- 
.| sation (OIC), which is a key- MNLF 
. | sponsor — private Aquino family links 
| to Misuari ges a key roles in bringing 





him back for the meeting after 13 years’ 
exile. These links date from the 1970s, 
when members of an anti-Marcos “San- 
digan army" connected to Agipito 
"Butz" Aquino's Philippine Democratic 
Socialist Party, is reported to have re- 
ceived weapons-training in MNLF 
camps in Sabah. Butz Aquino is Presi- 
dent Aquino’s brother-in-law. 

Although Christians, a number of 
Sandigan figures, notably Nobert Gon- 
zales, came to be trusted by the MNLF 
leadership — an invaluable help 
when opening lines to the new govern- 
ment headed by the widow of Butz 
Aquino's brother. Gonzales stayed in 
touch with Misuari, visiting him in 
Libya in the early 1980s. He arranged a 
visit by Butz Aquino to Tripoli just be- 
fore the February snap election, 
prompting Ferdinand Marcos at the 
time to claim an opposition plot to parti- 
tion the Philippines. 

The Gonzales/Butz Aquino avenue 
facilitated the arrival, in July, of an 
MNLF “consultative commission" that 
has visited MNLF camps in the south of 
the country. The commission is sup- 
posed to gauge Muslim opinion in the 
Philippines for or against complete in- 
dependence — the Bangsa Moro Re- 
public declared by the MNLF in March 
1974. 

In mid-August Butz Aquino spent 
four days m Jeddah, Saudi Arabia, 
where he confirmed Misuari’s agree- 
ment to visit, with no impediment from 
Manila, the southern island of Jolo to 
attend a “Second National Bangsamo- 
ro Congress,” scheduled for 2-5 Sep- 
tember. Taking this opportunity, Presi- 
dent Aquino announced her dramatic 
gesture of meeting Misuari duting or 
after the congress, in Jolo or possibly in 
nearby Zamboanga City. 

The announcement of the meeting 
riveted political attention here. Dating 
back to the early 1970s, the MNLF- 
spearheaded revolt has become an un- 
happy fixture of Philippine politics, 
crippling central control in much of 
Mindanao — the Philippines’ second 
largest island. After fierce fighting from 
1973-76, the revolt subsided, but has not 
gone away. Sporadic hostilities distract 
the Armed Forces of the Philippines 
(AFP) from its fight with the nation- 
wide, communist-backed insurgency — 
also present in the mainly Christian 
areas of Mindanao. 

Rooted in centuries of southern 
Muslim resentment against the Christ- 
ian-dominated north, the heavy fighting 





in the early 1970s left a dangerous res- 
idue of armed guerillas, and no matter 
how fragmented today the problems 
prompting the Muslim revolt more than 
a decade ago linger on, coming back 
into prominence in the new political at- 
mosphere created by the fall of Marcos 
in February. Loss of ancestral lands to 
northern Filipino settlers, loss of Is- 
lamic heritage, powerlessness vis-à-vis 
the Manila power structure — these and 
other grievances persist. 

Many of the Philippines’ approxi- 
mately 3-5 million Muslims ur; 
Aquino formally to accept the “Tripc _ 
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MNLF committee member: centre stage. ~ — 1 


Agreement” signed in December 1976 
between a Marcos emissary, Misuari 
and officials of the OIC. The agreement 
promised, but Marcos did not deliver, 
local autonomy to Muslims inhabiting 
13 southern provinces. 


nilateral Marcos-era moves to 

bring Muslims into the country’s | 
mainstream without giving real au- 
tonomy — the creation of powerless, so- 
called “autonomous regional govern- | 
ments" owing allegiance only to Manila | 
— prompted Misuari to demand full in- 
dependence. 

The MNLF's March 1985 general 
meeting reaffirmed the aim of “inde- | 
pendence for the Bangsamoro home- 
land of Mindanao, Basilan, Sulu, and 
Palawan, including their internationally | 
recognised continental shelves, territo- 
rial waters [and] air spaces.” In con- 
trast, the MILF and other splinter | 
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groups seem ready to settle for 
"genuine" autonomy within the Philip- 
pine Republic. The MNLF commis- 
sion's opinion about this difference will 
dominate the Jolo congress and influ- 
ence the substance of the Aquino-Mis- 
uari talks. 

Local press reports say Misuari is ready 
to “try autonomy." This should not be a 
surprise: he stands isolated on the inde- 
pendence issue, supported neither by 
the OIC — the idea is anathema to 
Southeast Asian members — nor, it 
now appears, by a majority of Muslim 
Filipinos. 

No one knows how comprehensive 
the new autonomy offer will be. More- 
over, Aquino cannot promise Misuari 
anything definite from any Philippine 
legislature, let alone one that has not yet 
come into being. While in Jakarta in late 
August, Aquino announced plans to give 
autonomy to five provinces — only five 
of the Philippines’ 74 provinces have 
Muslim majorities. This would hardly 

tisfy the MNLF which claims 13 


7 


foro guerillas 
provinces under the Tripoli Agree- 
ment. 

Plainly, wide differences still divide 
Misuari and the new government. He 
cannot easily abandon the Tripoli 
Agreement that represents the gains of 
a hard fight and which internationalises 
the southern Muslim problem. 

Whatever the outcome of the two 
leaders’ decision to meet, the longer- 
term future for Muslim Filipinos is not 
bright. First, Muslims face an unfavour- 
able, and growing, demographic 
weighting against them. Even within 
Mindanao, they may amount to no 
more than 20% of the population. Many 
estimates suggest less. 

Despite MNLF assurances to non- 
Muslim settlers in Mindanao that they 
will be able to join the new Bangsamoro 
society, accept a safe conduct guarantee 
back to other parts of the Philippines, or 
temporarily reside in a new state, few 
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settlers feel obliged to plan for the con- 
tingency. 

Secondly, socio-economic surveys in 
Muslim areas invariably paint a sombre 
picture of a backward, static society, 
distracted by blood feuds and left be- 
hind by the educational attainment of 
other communities. And finally, though 
the MNLF publicly has chosen to draw 
heart from various expressions of sup- 
port from non-Muslim Filipino political 
organisations, very few Filipino parties 
or politicians will countenance genuine 
Bangsamoro sovereignty. 


AU of OIC member country 
groups sustains the MNLF in exile, in- 
cluding Libya's Islamic Call Society and 
Kuwait’s Islamic Society. Support also 
comes directly from the OIC's Islamic 
Solidarity Fund and from its Islamic 
Development Bank. As a liberation 
group enjoying OIC consultative status, 
the MNLF has prestige it is loathe to 
surrender. 

The meeting is not risk-free for 
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Aquino. Some in her presidential sec- 
urity command worry about her safety 
in the south. Defence Minister Juan 
Ponce Enrile harbours well-known 
suspicions about the Muslim insurgents, 
but though they are following the Mis- 
uari initiative closely, military officers 
do not appear as agitated about the 
exercise as they are, for example, about 
moves by Aquino’s inner circle to 
negotiate with the communist insur- 
gents. 

This flows in part from the military's 
well-known X anti-communist senti- 
ments, while the MNLF and other Mus- 
lim groups also have little time for the 
Marxists. Additionally, when speaking 
to the REVIEW, various officers serving 
in the southern region showed more 
misgivings about the prospect of endless 
war with the Muslims than with the 
communist New People's Army (NPA) 
— an attitude strengthened by a small 


but growing number of Muslims in the 


officer corps. 

But earlier this year Aquino found 
disagreement in her inner circle about 
the pace with which the Muslim prob- 
lem should be addressed; in May execu- 
tive secretary Joker Arroyo and Justice 
Minister Neptali Gonzales, for exam- 
ple, are said to have torpedoed recom- 
mendations from an Aquino-appointed 
"task force," which urged a panel to talk 
to Muslim rebels in the same manner 
Aquino has approached talks with the 
NPA. The feeling is believed to have 
been that the communists should be 
dealt with first. Rightly or wrongly, 
there was a belief — supported by the 
absense of a customary presidential 
message to Muslims at the end of the 
Ramadan fast — that Aquino had not 
put the Muslim issue at the top of her 
agenda. 

Pressure from Manila's neighbours 
appears to have helped to change this. 
In Jakarta (and to some extent in Singa- 
pore) Aquino learned at first hand the 
considerable anxiety about the two 
Philippine insurgencies. Behind-the- 
scenes manoeuvring by Indonesia, with 
the largest Muslim population in the 
world, brought pressure on Misuari. 

Manila, too, soon felt the Indonesian 
pressure. Jakarta has vivid memories of 
Islamic-inspired rebellions in the 1950s, 
and it sorely wants to see the AFP's 
hands free to deal with the NPA. For 
similar reasons, the US is thought to 
favour moves to solve the Muslim re- 
bellion speedily; Misuari's exile in and 
support from Libya causes concern. 

Malaysia also has played a role in the 
process, though its interest remains 
fixed on winning from Manila a final 
abandonment of. a 19th century—based 
claim to Sabah. Notwithstanding displea- 
sure over lack of response from Manila 
in secret talks about Sabah (REVIEW, 31 
July), at an appropriate moment Kuala 
Lumpur will help repatriate some of the 
at least 200,000 Muslim Filipinos living 
in Sabah since the 1970s. The federal 
government began moving last year to- 
wards putting refugee matters under 
tederal rather than state control. 

Repatriation is a long-standing, if 
unspoken, aim of some in the indigen- 
ous, Kadazan-dominated (and predom- 
inantly Christian) Sabah state govern- 
ment. That Jeffrey Kitingan, the 
brother of Sabah Chief Minister Datuk 
Joseph Pairin Kitingan, should have at- 
tended talks convened at the Manila 
home of members of Aquino’s im- 
mediate family, the Cojuangcos, fuelled 
speculation. 

The MNLF's general meeting last 
year concluded that *the Marcos regime 
is bound to fall very soon . . . and with 
that fall the Bangsamoro people and 
revolution shall finally succeed." Less 
than a year later their first prediction 
came true. Whether the second does 
also depends, in part, on the Aquino- 
Misuari gamble. oO 
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Right royal storm 


Minister resigns over allegec lése majesté 


By Paisal Sricharatchanya in Bangkok 


ust three weeks after its formation, 

Prime Minister Prem Tinsulanond's 
fifth coalition government was jolted by 
its first political test when Deputy In- 
terior Minister Veera Musikapong, the 
young but influential secretary-general 
of the largest coalition partner, the 
Democrat Party, resigned from his 
cabinet post because of a storm of pro- 
tests from within and outside parlia- 
ment — to face legal action on a con- 
troversial iése-majesté charge. 

As the case was turned over to the 
judicial machinery, Veera's 1 Sep- 
tember resignation effectively robbed 
the oppos:tion MPs of what had until 
then constituted legitimate anti-govern- 
ment ammunition. A previously plan- 
ned no-confidence motion against the 
38-year-old minister was expected to be 
dropped in view of his resignation. 

However, the uproar was a clear 
pointer that the newly formed opposi- 
tion alliance — comprising such fiery 
speakers and political old-timers as 
Prachakorn Thai party boss Samak Sun- 
daravej and United Democratic party 
leader Boontheng Thongsawat — 
would spare no effort in keeping the 
governmert on its toes. 

Veera had at first been adamant that 
he would not resign, saying such a move 
would be tantamount to admitting guilt. 
But the controversy was politicised to a 
scale that went far beyond a personal 
matter. Despite opposition claims that 
their prime target was to pressure for 
the minister’s removal, there were 


Prem’sg reat expectat ions 


strong feelings within the ruling four- 
party coalition that the issue was delib- 
erately exploited to try to discredit 
Prem as much as destabilise the govern- 
ment. 

The prime minister was taken to task 
during a dosed parliamentary session 
on 27 August. According to well-in- 
formed sources, his loyalty to the throne 
was questioned by Samak who, among 
other things, criticised Prem for favour- 
itism by appointing someone with an al- 
legedly tamnished record. A leader of 
the Democrats' southern wing, Veera is 
known to be close to Prem, also a native 
southerner. 

Given his impeccable royalist rec- 
ord, Prem was understandably shaken 
by Samak'sremarks. In reply, the prime 
minister reportedly stated that he treas- 
ured the royal family above all things 
— even more than his own life. Samak's 
attack disrupted the day-long session 
that was supposed to debate the govern- 
ment’s policy statement. Due to the 
subject's sensitive nature, it also forced 
the government temporarily to cancel 
live radio broadcasts of parliament, 
which sparked wide criticism. 

Despite Veera's claims that he re- 
signed of his own free will — to end the 
issue in parliament and avert criticism 
that ne might use his ministerial power 
to interfere with the judicial process 
reliable sources told the REVIEW there 
was considerable pressure exerted by a 
powerful army faction during the 
weekend preceding his resignation. 





Policy statement criticised for failing to give details 


n a policy statement criticised by many 

for being “long on generalities but 
short on specifics,” the new government 
has promised to give high priority to 
three key socio-economic issues — the 
alleviation of poverty, creation of more 
jobs and proper debt management. 

The 37-page statement presented to 
parliament by Prime Minister Prem Tin- 
sulanond on 27 August contained few 
surprises. It gave only broad outlines of 
various policy objectives without men- 
tioning any timetable for their achieve- 
ment and, as expected, it was sharply 
criticised by the opposition. 

“It was more a declaration of inten- 
tion. The intention may be noble, but it 
did not spell out how to go about doing 
it, when to start implementation or 
when accomplishment is expected. 
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Neither were any priorities set. The 
government seemed to want to do 
everything at the same time. This is im- 
possible given its weak fiscal position,” 
said Boonchu Rojanastien, head of the 
opposition Community Action Party 
who served as deputy prime minister 
and economic overlord during Prem’s 
first coalition in 1980-81. 

Clearly aware of such criticism, the 
prime minister told a news conference 
two days later that specific targets 
would be laid out in the Sixth Five-Year 
Plan (beginning October), details of 
which were being adjusted to corres- 
pond with the government’s stated 
goals. Various ministries would later be 
assigned the detailed blue-print for im- 
plementation. 

Citing one target that has already 











Tee here Pee ee rta 
. The uproar was triggered by two 
separate but similar speeches Veera 
made while campaigning for the party in 
the northeastern province of Buriram 
two weeks before the 27 July general 
election, in which he allegedly made 
sensitive allusions to the royal family. 
The Thai monarchy is traditionally re- 
vered as a sacred institution, any criti- 
cism of which amounts to a criminal of- 
fence. 


CS iomering since late July — when a 
close aide of just-retired supreme 
commander Gen. Arthit Kamlang-ek, 
Col Pirapong 'Hank' Sanparkpisuth, 
lashed out at Veera in an interview with 
a Thai political weekly — the con- 
troversy did not get into the newspaper 
headlines until late August when First 
Army commander Lieut-Gen. Pichit 
Kullavanich (now promoted to assistant 
army commander). together with six 


A 
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Veera: legal action. 
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been set, Prem said the country expe“ 
to achieve an annual economic grow 
rate of 5% over the next five years 
(REVIEW, 24 July). The attainment of 
this target, he claimed, would create an 
additional 3.9 million jobs — roughly 
equal to the number of people expected 
to enter the labour market over the 
sixth-plan period. 


Ec problems, which dominat- 
ed pre-election campaigning, were 
given a high profile in the statement. 
Promising a speedy and stable economic 
recovery, the government emphasised 
the importance of growth being led by 
the private sector. Instead of regulating 
and controlling economic activity, the 
public sectors role would be trans- 
formed to promoting and supporting it, 
especially in the field of exports. 

The emphasis on the private sector 
leading growth is not new. It was written 
into the framework of the fifth plan, but 
never seriously carried out as the gov- 
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üt was genuinely 










upset. According, : >d sources, 
. Pichit had earlier pl e tape of the 
controversial remarks. among  col- 





leagues at the Na Defence Col- 
lege. His main concern of upholding the 
monarchy aside, Pichit — with a broad 
Section in the army is also known to 
ave long been at loggerheads with the 
.. Democrats (REVIEW, 9 June). 
— But different from the subsequent 
. uproar in the House of. Representatives. 
. the senate motion at the time evidently 
. was not intended as an anti-Prem move 
—- among the co-sponsors was Special 
Forc s. commander Lieut-Gen, Sun- 
orn _Kongsompong (also elevated to 
army command 
tary reshuffle), a Tayal Prem sup- 
porter. 
Meanwhile, army com mander Gen. 
haovalit Yongchaiyut, who did not 
sign the senate motion, seemed to have 
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-been somewhat more compromising. 
Commenting on the subject before 
Veera's resignation, he said: "We have 

. to be sympathetic with all parties con- 

scerned. If I were Veera, 1 would not 

„have made such remarks. I don't think 

there is anybody in this country who 
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. doesn't respect. the monarchy . 
. Chaovalit is understood to be on work- 
able-terms with Democrat leader and 
Deputy Prime Minister Bhichai Rat- 
takul. 

Veera on 25 August performed an 
atonement rite before a portrait of King 
Bhumibol Adulyadej. On the same day, 
he submitted a letter to the king's princi- 
pal private secretary, reiterating his 
loyalty and seeking royal forgiveness 
should the extensive press coverage 
have irritated the monarch. 
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'rnment continued to maintain a heavy 
. egulatory hand in its conduct of finan- 
" cial and economic policies. 
limes, however, are. changing. 
| the successive years of revenue 
which aggravated the con- 
ent. expenditure, 
slieve the govern- 
ment has little choice but to rely on pri- 
vate business as the main engine of 
| growth. 
|. The focus on the economy was also 
maintained in the outline of foreign po- 
licy. In an extension of policies Foreign 
Minister Siddhi Savetsila has been ac- 
tively promoting in recent years, the 
Foreign Ministry and other relevant 
government agencies were entrusted 
with responsibility for seeking and ex- 















tourism- and the use of Thai workers 
abroad as well as with attracting foreign 
investment and technology. 

In the statement the government 
also promised to stamp out the wide- 
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r in the latest. 


panding overseas markets, promoting | 
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“communism” was conspicuously ab- | discuss. 
sent from the statement — it was loosely | tember. 
described as an ideology that poses a | - 
threat to Thailand's democratic regime | 





tence, "Ve lal later obtained g government 
MPs’ approval to forfeit his parliamen- 
tary immunity and surrendered to 
police before being granted bail. 

The government apparently had 
hoped that the political heat would calm 
after the case entered the judicial pro- 
cess. But several rightwing pressure 
groups had by then jumped on the 
bandwagon to demand Veera’s resigna- 
tion. 

His exit removed the need to put the 
new coalition’s unity to its first serious 
test. With a comfortable 


ition should in theory have been able to 
muster the 174 votes (or over half the - 
elected chamber) required to survive à. 


| no-confidence motion. But given the di- 


lemma of many government MPs — 
some had announced they would not 
back Veera while others were wavering 
— a vote, if it had materialised, would 
have been extremely close. 

While the government can now turn 
to the more crucial affairs of running the 
state, the episode amounted to a double 
blow for the Democrats at a time when 
the party was rife with rank-and-file re- 
sentment over iis poor allocation. of 
cabinet posts (REVIEW, 21 Aug.). Dis- 
sent has also grown over Bhichais 
nomination of ministerial appointees 
— among other things, key party stal- 
wart Chalermphan Srivikorn was not 
appointed while Bhichai’s son Pichit, 
a relative newcomer, was named dep- 
uty minister of science and technol- 
ogy. 

It was not immediately clear whether 
Veera's place would be filled right 
away or reserved for his possible return 
in the event he is cleared in the court 
action. ü 
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spread use of weapons of war in Thai- | b 


land and to continue with thé policy that. 


places politics before the use of force in. | 


the fight against communism. The word 


which has the king às head of state. 


The prime minister was taken to task | 


by the opposition on the government's 


stated intention of promoting political | 
The former speaker of the | 


parties. 
House of Representatives, Uthai Pim- 
chaichon, now in opposition, accused 
Prem of insincerity over this because of 
the way in which he had accepted his re- 
nomination as prime minister. Reflect- 
ing an idealistic sentiment that ran 
counter to the political realities, Uthai - 
stated: “The premier should - -have 
stayed on the side and encouraged party 
leaders to select a pane minister among 
themselves . 

— Paisal Sricharatchanya 


232-seat > 
majority in the 347-seat house, the coal- 
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Malin. Chinese ye 
( MCA) president ` Tan Koon | 






































won post — and this t time, 
the party will refuse t to. en 
"Au d 








t coalition partners as the 
ing t to do, while MCA that 


party, 
Tan's senior pay MOM y 
going through the motions of asking 
to reconsider, were still reeling 1 
what several admitted was the. un 
pected severity of the Singapore H 
Court sentence on Tan: two years ja 
and a $$500,000 (US$232,500) fine 
On.25 August, Tan had ent 
.a plea of guilty to an amended char 
of abetment in committing. crimin 
breach of trust relating to. busi 
deals executed on behalf of Pan-Ele 
Industries (REVIEW, 4 Sept.).. Pr 
Minister Datuk Seri © Mahat 
Mohamad said that Tan's imprisonmet 
would not tarnish the governmet 
image since Tan was not a cabinet mini 
ter. 
Looking ashen, party secretary- ger 
eral Datuk Lee Kim Sai read out Ta 
two-sentence telex. On the party's 
pectations of a non-custodial sente 
| | Lee | oo Bat tw ha 


















In itordanas with the 

‘Companies Act, Tan has a 
ed as executive chairman E : 
United Holdings and as managing 
tor of Supreme Corp. and Ever 
Corp. 

Ironically, after waging an. e 
ing and expensive 20-month interne 
war to win the top MCA post o 
November last year, Tan wa 
president for only nine months 
most of that under the shado 
Singapore legal action. Ni 
resignation is accepted, dey 
dent and Minister of Transport D 
Ling Liong Sik will succeed him i 
promises to be a smooth trar 
made possible by the party's ow 
cautions against a custodial sentenc 
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| Ronald A Wadding ^ | Seott Nayix can depend on your local moving agent for overseas transport! But Once your 
| | Directorint! Business | Vancouver valuable shipment arrives at the Canadian border, your agent will need a mover to 
4 s 


speed it safely to its final destination. 


That's why your agent should consign vour shipment to Tippet- ‘Richardson - 
Canada's largest moving company. 

With almost 60 years of experience in keeping Canada moving, Tippet-Richardson 

A Um provides the friendly, reliable service you deserve, as well as: 

Gary Shillington : : 

Calgary e Experienced moving professionals who know how to expedite shipments at 

customs problem free. 5 

è Convenient scheduling and prompt deliveries to move your goods over 

Canada's vast distances rapidly. 
* Offices across Canada and the U.S.A. to provide follow-up services for you or 
A your agent. 
v aba * Competitive prices to keep your overall costs as low as possible 
Hamilton ompe prices to keep your overall costs as low as possible. 































. Beverley McGill 
| Edmonton 
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When you make your move to Canada, be sure that Canada’s moving professionals 
are on your team. Ask you agent to consign your shipment to Tippet-Richardson 
— Canadas friendly moving professionals. 

Have your agent Contact Tippet-Richardson. Call Ronald Waddling, 
Director International Business, at(416) 292-9416 Telex 06-963799 


GR TIPPET-RICHARDSON LIMITED 
our OVERSEAS DIVISION 


Member of LACMA, BAR, FIDI, IATA 


Offices in: Toronto * Hamilton * Kitchener * London * North Bay * Ottawa 
Petawawa *Stratford « Trenton * Vancouver * Calgary *Edmonton *San Jose 






Aloysius Lu 
Toronto 
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MEET SOME OF OUR TEAM MEMBERS 








. TOTAL DISPOSAL 
ASSETS OF THE SOLOMON ISLANDS 


LARGEST LOGGING OPERATION 


SOUTH WEST PACIFIC 
Under instructions from Lever's Pacific Timbers Limited (Owned by Unilever P.L.C., U.K.) 


3 Villages—over 300 Houses plus Quarters. 
simay Facility, Tugs, Barges, and Workboat, — |. 
Log & Dump Trucks, Cranes, Support Plant &Equipment | .. 


^ — — SALEBY TENDER 
VILLAGE HOUSES, COMMUNITY BUILDINGS AND SERICES 


For Purchase in Situ and/or In Lots For Removal 





CHALLENGING CAREER 
IN TRADE OR 
MANUFACTURING 


German National, Single 43, MA Economics, 
Fluent in German, English, French, presently 
General Manager Trading Company Hong 






















è Exe CUR Supervise tie jo Residences—4, 3 & 2 Bedrooms, Mostly “Logan” (Relocatable) 
. . sp sjsu’ è "Cosely" Demountable A uminium Qu. ters Single & Married Units, Dupleses, Multiples etc 
Kong with regional responsibilities. 12 years e Community Buildings incl. “Logan” & "Cosely" Schools and Clinics; Club. Market & Store Buildings 
T € Services incl "Aerial Powerlines, Street Lights, Water Storage and Re sticulation 
H 2 è Situated: Barora and Enoghae “Ne ^w Georgia and Ringi Cove, Kolombangara, Western Province 
top brand rade connections seeks challeng immedia pressions dict ter est are i ed from All Parties wishing to discuss the Attracti»e Purchase Options 
1 H availat s athe. Villages itu. Wh le c »ected Partis) thereof, as establishe 
Ing career opportunity in Trade or Manufac- Or, Alternatively: Fi v Rem oval The Pi Sie thase of the Houses. Quarters and Other Buildings i- optional Lots or 
Parcels tor Relocator 
turing in Far East. Willing to relocate. Special RINGI COVE SLIPWAY (For Sale—'As Established’) 
Deep Water Harbour Slipway with Equipment— Situated: Ringi Cove, Kolombangara, Solomon Islands. 


TENDERS CLOSE: 12.00 Noon Wednesday, 15th October, 1985, C/- Messrs Coopers & Lybrand, 
Chartered Accountants, NPF Building. Mendana Ave,/P.O. Box 70, Honiara, Guadaicana’, Solomon Islands 


AUCTION SALES 


MARINE CRAFT, LOGGING PLANT & SUPPORT EQUIPMENT 
Tugs, Barges, Workboat, “Kenworth” Log & Dump Trui ks, Service Truck & Light Vehicle fleet, Mobile & 
Stiff-Leg Cranes, Field Plant, Gene erators, Workshop & Engineering Plant & Equipment, Spares & Stores Inven- 
ory, Demount able : Industrial & Workshop Buildings et 
ON SITE, RINGI COVE, KOLOMBANGARA, SOLOMON ISLANDS 
Wednesday 12th & Thursday 13th November, 1986. 
| For Illustrated Colour Brochure (Tender & Auction) Tender Schedules & Further Details— Wy / 


FOWLES OVERETT GROUP 


experience in technical import-export and 
textile manufacturing. 





Please write to: 


Advertiser Box No. 911 
Far Eastern Economic Review 
7th Floor, Centre Point 


x Project Marketers, Industrial Auctioneers & Valuers ^ 7 6 
181-185 Gloucester Road 99 Leichhardt St., Brisbane'Qld, Australia. 4000 Fow les Ove rett 
Hong Kong Phone (07) 831 3577 Telex AA 41717 ( jTOUD. 


Sydney: (02) 660 0888 Melbourne: (0326 645 1144 





for full curriculum vitae. 
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uei T "O du a Iew mo ) hs a va) 
"a reveal atin ie Registrar of Sonc | à 
ties, will enable a deputy president to 


immediately succeed as president, with- 
out having to first mark time as acting 
president until the next party election 
either confirms him in the post or does 
not. 

For the present, at least, Ling is 
safe, Chinese observers said. Despite 
his reputed lack of a large grassroots 
base and the natural handicap of being 
English-educated when Chinese educa- 
tion has become an emotional commu- 
nity issue, Ling was elected as deputy 
president — unlike deposed former act- 
ing president Datuk Neo Yee Pan, 
who had been appointed to the post. 


Not having been elected, Neo's legiti- - 


macy had apparently always been ques- 
tioned. 


|! and when Ling is eventually chal- 
lenged, the most oft-mentioned con- 
‘ender is Lee himself, the present, fairly 

igh-profile minister of labour, who has 
taken up the cause against Indonesian 
illegal immigrants — a popular stand 
among Malaysian Chinese who feel that 
they have been elbowed out by this 
wave of cheap labour and small traders. 


In. the MCA, Lee has a reputation of | 


being a shrewd politician with some- 
what more grassroots support than 
Ling. 

Tan'ssentence came as a particularly 
bad blow to an already vulnerable 
MCA. Morale was already low in a 
party which had suffered serious losses 
in the general election just three weeks 
earlier, winning only 17 out of 32 con- 
tested seats and losing most glaringly in 
Chinese-dominated areas. 

Party workers admit that the charges 
against Tan and his trial, held im- 
mediately after the elections, were defi- 
nitely a factor in the MCA losing 
Chinese votes. Although Tan himself 
had won the Gopeng parliamentary 

iat, the bravado of contesting the seat 
—with a much-publicised trial hanging 
over one's head had seemed improper 
to some. Conversely, had Tan been 
fined and no custodial sentence im- 
posed, an MCA president without a 
seat would have been somewhat em- 
barrassing and would have weakened 
his own and the MCAvs political influ- 
ence. 

In any case, Tan may legally remain 
as MP since sentences imposed by 
courts outside Malaysia have no bearing 
on one's right to hold office here. Rally- 
ing behind him, several Perak MCA 
leaders have banded together to take 
care of the Gopeng seat for the next two 
years. 

A minor cabinet reshuffle is ex- 
pected soon, since the fairly senior 
housing and local government portfolio 
tacitly held in trust for Tan must now 


be filled by moving up a senior MA 


minister. 
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By Nigel Holloway in Singapore 


he Singapore Government is pro- 

posing to amend the act regulating 
the Law Society, the legal profession's 
supervisory body. The amendment says 
that a member of the council of the Law 
Society, the ruling body, shall vacate of- 
fice for four reasons: if he has been 
struck off the roll or suspended for at 
least six months, or has been convicted 
of either fraud or dishonesty. Members 


. who have been dealt with in this way will 


also be barred from election to the 
council. - 

The amendment will cause con- 
troversy, because the Law Society was 
attacked by the government earlier this 
year (REVIEW, 26 June) for publicly 
questioning the need for a new law to re- 
strict the sale of foreign newspapers and 





Teh: challenge to HDB amendment. 





magazines deemed to interfere in Singa- 
pore politics. Ministers argued that cer- 
tain individuals were manipulating the 
Law Society for their own ends. 

As the pro-government newpaper 
The Straits Times pointed out, the pro- 
posed changes to the Legal Profession 
Act are likely to be read as directed 
against the current president of the Law 
Society, Francis Seow. His election to 
the council in October 1985 was said to 
reflect a desire within the profession 
that the Law Society should play a more 
active role than before. 

The society has also taken issue in a 
private memorandum with National 
Development Minister Teh Cheang 
Wan over an amendment to the Hous- 
ing and Development Board (HDB) 
law passed by parliament in July. The 
amendment gives the HDB the right to 
acquire an apartment if any authorised 
occupant is convicted of throwing heavy 
objects out of high-rise buildings. The 
society told Teh the amendment was un- 
just. 


* Reining i in the TENE. 


Parliament to tighten rules governing the Law Society 


pointed by the chief j justice. 
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The society has not stopped there in. | 
its effort to fulfil what Seow interprets | 
as its function under the Legal Profes- | 
sion Act, "to examine and, if it thinks s 
fit, to report upon current or proposed. 
legislation and any other legal matters." - 
It has formed a sub-committee to con- 
sider the fourth term of reference of 
commission of inquiry into the indepen- Mo 
dence of the judiciary. Do. 

This called on the commissioner. d 
receive proposals as to how the Leg: 
Service Commission's (LSC) functionl 
can be improved. These involve the! 
transfer of legal officers, a subject. 2 
linked to allegations by opposition MP. 
J. B. Jeyaretnam of executive interfer- 
ence in the subordinate courts. Al- 
though the commissioner has already 
published his report, the society is still | 
preparing its own suggestions on the | 
LSC. Another sub-committee of the SO- 
ciety is examining the possible constitu 
tional implications if the prime minister | 
carries out his plan to increase the pow- 
ers of the presidency. E 

Seow was suspended from practice A 
for a year in 1973 for improper conduct. | | 
In 1982, he was fined S$1,000 (US$464) | 
for making a false declaration about nis 
financial position and was later sus- 
pended from practice for six months. - 
He is appealing against the second su A | 
pension to the Privy Council in Britain. | 
The Law Society decided in mid- 1985 | 
not to contest his appeal. ih | 

The amendments are not retroactive. a 
There appears to be some doubt as 
to whether the amendments, if passed, 
will immediately affect Seow's position i 
as president. His term expires at the end - 
of the year and, under the existing ar- — 
rangements, he can remain on the coun- | 
cil for a further year and can therefore | | 
be chosen president by the council for 
another term. The Law Ministry | is. 
looking at the implications of the | 
amendment on such matters in greater | 
detail. 

In another provision of the amend- A 
ments, the Law Society would lose some e 
of its self-regulatory powers. T e 
amendment removes the discretion of | 
an inquiry committee of the Law Socie- | 
ty to act on a complaint against an 
member from outside the profession. 
Instead, the chairman of the committee 
must appoint a disciplinary panel of ? 
three made up of a practising lawyer, 2 
legal officer and *a person who has reg- 
ular dealings with members of the lege "m 
profession i in the ordinary course of his | 
business." The chairman of the inquit y | 


committee would, in future, be ap- — 
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y Emily Lau in Xiamen | 
| imost two years after the initial- 
"s ling of the Sino-British joint dec- 
ation on the future of Hongkong, 

ina is moving steadily and methodi- 
lly to clarify important ambiguities in 
e. accord to conform to its view, bring- 
ig into question Peking's promise to 
the future Hongkong Special Ad- 
strative Region í SAR) a “high de- 
e of autonomy.’ 

Duringthe Basic Law Drafting Com- 
ittee: (BLDC) sub-groups’ meetings 
eld here on 22-28 August, mainiand 
embers stated categorically it was.Pe- 

's prerogative to ‘have the last word 
the appointment of Hongkong’s fu- 
re chief executive and to interpret and 
iend the Basic Law — the mini-con- 
itution fcr the SAR when the territory 
verts to Chinese sovereignty in 1997. 
he 59-member BLDC was appointed 
by Peking to draft the Basic Law anc has 
.23 Hongkeng members. 

|. . Hongkong BLDC member Martin 
-Lee told a press conference that main- 
and members actively sought to secure 
Peking's interests, while he felt some of 
his fellow Hongkong members had fail- 
_ed to speak out on behalf of Hongkong. 
Consequently he was worried that the 
Basic Law might not be acceptable to 
he Hongkong people. 

. Another Hongkong member, San- 
ord Yung, described the relationship 
between China and Hongkong as father 
nd son. Since China was no longer 

iegotiating with a foreign power. he 
aid, it should have confidence in its 
/ offspring and be prepared to make 
Dore concessions, instead of trying to 
ize every advantage in the name of 
ereignty and face. 

When the joint declaration was ini- 


rn was expressed at the vague word- 
£ of some key issues, such as the struc- 
re of the SAR government, the 
nethod for selecting the chief executive 
complete lack of information on the 


le manv things Britaia had wanted to 
cure for Hongkong were not written 
¿they were not written out. In short, 


inted. 


oved steadily to interpret the joint 
aration in their wey, The British 
"remained silent w hile resistanee in 


servers in Hongkong believe that 
British had almost certainly fore- 
1 this, but decided to leave some is- 





led two years ago, considerable con- - 


ic Law. Hongkong officials said that - 


itain had left a crack in the door andit | 
s up to Hongkong to tight for what it | 


As it turnec out, the Chinese have 
kong has crumbled. Some politi- - 


unclarified so as to make the joint - 


P okiig S e. interpret joint declaration its way 
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declaration acceptable. As the tedious 
Basic Law drafting process unfolds, 
some of the Hongkong BLDC members 
believe Hongkong people cannot or do 
not bother to follow what is going on, 
nor believe Peking will keep its prom- 
Ises. 

. The joint declaration stipulates that 
the SAR chief executive should be a 
local inhabitant and should be selected 
by “election or consultation,” and then 
be actually appointed by Peking. Main- 
land members of the committee said Pe- 
king would have the power of veto over 
the SAR’s choice, and therefore be able 
to reject the person selected, requiring 
anotier nomination. 

BLDC secretary-general, Li Hou, 
whos deputy director of the Hongkong 








and Macau Affairs Office under the 
Chinese State Council, said according 
to the Chinese Constitution, the right to 
amend the Basic Law should belong to 
the National People's Congress (NPC), 


and the right to interpret the law should 


beloag to the NPC standing committee. 
In order to allay Hongkong people's an- 


pointed under the NPC consisting of 
mairland and Hongkong people to ad- 
vise on any amendment or interpreta- 
tion of the Basic Law, but he stressed 
that this would be an advisory body and 
not an orgen of power. 


A noeh the joint declaration stipu- 
ates the court of final appeal 
should be in the SAR, Shao Tianren, 
adviser to the NPC foreign affairs com- 


‘mittee, said members agreed that SAR 


courts should only have the right to in- 


_terpret the Basic Law in cases which 


xiety, Li said a committee would be ap-. 
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on Pus > SAR courts 
ER. s autonomy. The 
| uid have confidence 
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price which was Cea for the : suc- 
cess of the "one-country, two-systems" 
experiment, he said. 

On amendments :o the Basic Law, 
Shao said it was agreed that the general 
principles in the draft structure of the 
Basic Law could not be amended — the 






t provisions that the SAR is an insepara- 
ble part of China and shall enjoy a high 


degree of autonomy; that the executive 
and legislative authorities shall be com- 
posed of local inhabitants; that Hong- 


kong's existing capitalist system and - 


life-style should remain unchanged for 
50 years after 1997: ownership of pr 
vate property, enterprises and right c. 
lawful inheritance shal! be protected. 


GKONG CAN CHOOSE 
b: GOVERNOR IT LIKES, 
AS 1O ONG AS IT’S THE 

MAN NE WANT! 


oM 





Shao said members agreed that three 
bodies could propose amendments to 
the Basic Law: the State Council, the 
NPC and the SAR. | 

The joint declaration also stated that 
laws enacted by the SAR should be re- 
ported to the NPC standing committee 
^for the record," and those in accord- 
ance with the Basic Law and legal pro- 
cedures should be regarded as valid. 
Mainland BLDC members argued this 
gave the NPC the power to decide whe- 
ther SAR laws contravene the Basic 
Law, while Lee said this would weaken 
the SAR’s legislative independence and 
urged further discussion on the issue. 

A Chinese source said that during 
the Sino-British negotiations, Britain 
had argued that SAR laws should not be 
vetoed by anyone outside Hongkong, 
but China disagreed, citing the possibil- 
ity that the SAR might pass a law giving 
the territory independence. 
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Ambition can move mountains. 


The "UBS Switzerland" 
won the 27,000-mile 
Whitbread Round-the- 
World Race ‘86. 
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To win against odds - to aim at the near impos- 
sible and achieve it — to muster the strength 

to beat the best... shows what a difference 
professional determination makes. 


UBS - the ambitious bank. 


Branch Offices in Asia Consultant for India 






Union Bank of Switzerland Union Bank of Switzerland Creditcapital Finance Corp. Ltd. 

13th Floor, Gloucester Tower Yurakucho Building Merchant Bankers 

11 Pedder Street 10-1, Yurakucho 1-chome Allahabad Building 

Hong Kong Chiyoda-ku Apollo Street S : 
Ta ah Tokyo 100/Japan Bombay 400023/India UBS DIO DICK Re 
People’s Republic of China: Union Bank of Switzerland Head Office 

UBS China Desk Hong Kong 50 Raffles Place # 38-01 Union Bank of Switzerland 

Telephone 5-233 091, Shell Tower Bahnhofstrasse 45 


David Kan Singapore 0104 CH-8021 Zurich 
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Even our name tells you what made 
us so successful: the "M" stands for 
engines. 


BMW's long history began with a world 
altitude record for aero-engines. Since 
then the BMW name has always been 
synonymous with the most advanced 
engine and transmission technology 
available, whatever the use. 
Whether they're for aircraft, cars, 
boats or motor-cycles — they have 
always had and still have one 
common hallmark: high performance 
technology. 
So it's hardly surprising to discover 
BMW engines right up in pole position 
when design and production quality is 
put to its ultimate test: in motorsport. 
. And BMW's all-round know-how and 
experience in this tough arena con- 
tinually leads to new and pioneering 
solutions. 
One proof is BMW's introduction of 
the world's first computer-controlled 
engine as far back as 1979. Another 
is the fact that BMW is able to offer 
its customers engine technologies 
with widely differing appeals. 
They go from the unparalleled smooth- 
ness and turbine-like power develop- 
ment of in-line 6-cylinder units to the 
new generation of high torque engines, 
which combine economy and driving 
refinement in a completely new way. 
From superlative, high-performance 
4-valve technology to diesel engines, 


Itis BMW's philosophy not only to 
optimise existing measuring tech- 
niques and testing methods, but 
also to take completely new 
approaches. One example is the 
use of a laser beam to measure the 
cylinder head: This enables us to 
measure the combustion chambers 
and determine their capacity with a 
higher standard of precision than 
ever before. The data obtained in 
this way can then be used to 
control our production machinery. 


which successfully marry extra- 
ordinary efficiency and durability with 
BMW’s proverbial dynamism. From 
professional, maximum performance 
racing engine technology to 4-cylinder 
power units, which are distinguished 
by their exceptional robustness and 
praiseworthy economy. 


BMW engine quality: as highly 
developed as BMW engine technology. 
From conception through to design, 
and right through to production. 


Whatever demands are made of BMW 
engines — whether it’s for out and out 
racetrack performance or whether it’s 
for contemporary-minded economy 
— they fulfill those demands to the 
letter. And always based on the kind 
of quality standards that will pay you 
back every day in durability, ultimately, 
in the exceptional life expectancy of 
your Car. 

But BMW isn’t content with merely 
striving to improve existing quality 
control techniques. We’re continuously 
breaking new ground. 

In short: on the road from the good to 
the better car, BMWs have always 
been powered by the very best 
engines available. And they will 
continue to be so in the future. 

And that’s one of the best possible 
reasons for moving up to the superior 
quality of a BMW at the earliest 
opportunity. 





BMW cars. 

The BMW range of fine automobiles: 

the ultimate in performance, comfort and 
safety. 


BMW AG, Munich 





Brunei: Performance Company Sdn Bhd, Bandar Seri 
Begawan, Tel: (02) 27606/7 


Hong Kong: BMW Concessionaires (H.K.) Ltd, 
Tel: (03) 7145271 


Indonesia: P.T. Tjahja Sakti Motor Corp., Jakarta, 
Tel: (021) 496002 


Korea: Kolon International Corp., Seoul, Tel: (02) 7764260 


Malaysia: BMW Concessionaires (M) Sdn Bhd, Kuala 
Lumpur, Tel: (03) 2418555 


Philippines: Hahn Manila, Manila, Tel: (02) 7412808 
Singapore: Performance Motors Ltd, Tel: 4698800 
Taiwan: Pan German Motors Ltd, Taipei, Tel: (02) 7168370 


Thailand: Continental Auto Centre Co Ltd, Bangkok, 
Tel: (02) 235 6380 
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"solute first shop visits from 1000 to 5000 hours. 
an is I x in Á the needs o of our Yet, every design change behind 
| s ton ers Eoo d C. these improvements can be retro- 
fitted into engines we manufactured 13 
years ago. And the same thing will : 
apply to the next generation of fuel effi- 
De coe cient jet e now peine delivered: 
pow a F6-80C 
| tude . em are not just a matter 


of good intentions. Promises are 
meant to be commitments. 


craft Engines 
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HOW MANY WAYS CAN YOU SEE 
YOUR BUSINESS DEVELOPING? 


These days, it's not a good idea to be too single-minded in your business 
outlook. 

Successful organisations must look ahead to the future, reflect care- 
fully on the past, and build solidly on a depth of expertise and investment. 
Nowhere is this more apparent than in the field of information 
management. The fast-moving business world requires a perfect aware- 

ness of the latest developments and market trends. 

Philips has a unique approach to these problems. 

We callitSOPHOMATION. 

It means infinite, future flexibility and total integration for every 
aspect of business and office automation. 

Philips equipment is capable of switching voice, data, text and image, 
within a single office or throughout the world. Our computer systems 
range from PCs to international distributed processing networks. And our 
expertise extends to software development, production and maintenance. 

For example, the Philips Maestro software develop- 
ment environment is used by more than 14,000 
programmers, system engineers and project leaders 
throughout the world. 

Here's what one of our customers in France says 
about Maestro: 


‘Maestro is the ideal ‘office automation’ 
system - when the office to be automated is 
that of software developers!’ 


M. Armand Cabessa, Rhéne-Poulenc, France. 
‘We wanted to reduce the ‘painfulness’ of interactive software develop- 
ment work on our busy mainframe, says Consultant Armand Cabessa, 
‘and to increase productivity by reducing response times and simplifying 
documentation work.’ 
For M. Cabessa, Maestro has been a complete success. 
‘With Maestro, the know-how of a few specialists is available to 
everyone on the development team, he adds. 
‘This allows the software engineers to devote their pp to those 
problems which call for creative thought? RE E ANAR 
Reflect on your company's future development — ? Tm 
and then look into Philips. E 30. emo" 
Write for further information today. 
















Philips Telecommunication and Data Systems, P.O. Box 245, 7300 Apeldoorn, The Netherlands. 
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i olve designing : A dekon 8 comp ute > UR 
Or building the world’s largest con- — be) 
M fainership, there’s one company that 
F can handle them all. Daewoo. 







_ Daewoo consistently proves its exper- 
- tise in a wide range of areas: from 
| L high-tech gonia to state-of-the-art 
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The Mandarin, Jakarta. 


Our location is only one of 
our strengths. 









one hotel situated in 


Jakarta's business centre 
certainly presents obvious 


advantages. 


For one thing, it will leave | 
you with ample time to work out in our 
superbly equipped health centre. 

You'll be quite taken, too, by the other 
considerations tha: we've shown the executive 


traveller. 


In the furrishings of our unusually 
large rooms for instance. And having Jakarta’s 
finest continental and Chinese restaurants within 


the hotel. 


Service standards throughout the hotel reflect a 
major investment 1n staff training. So that you will enjoy 
the same degree of excellence that is synonymous with The 
Mandarin, Hong Kong and The Oriental, Bangkok. 





THE MANDARIN 
JAKARTA 


A member of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Manila: The Mandarin. Jakarta: The Mandarin. 


Vancouver: The Mandarin. San Francisco: The Mandarin (1987). 
Bangkok: The Oriental. Macau: The Oriental. 

Singapore: The Oriental (1987). Kuala Lumpur: The Oriental (1987). 
Hong Kong: The Excelsior, an associate of Mandarin Oriental. 

For reservations, call The'JeadingHotels of the"Worldor your travel agent. 








‘The 
Giant Panda 


needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low -eproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve thes. 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 


WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather 





Aslongas other people say 
nice things about us, we really © 
dont have to raise the subject. 
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Challenge 
inthe Pacific. 


The Pacific: an incredibly 


buoyant market. 





From aluminum in Sydney 
to electronic wizardry in Tokyo, 
there's a billion opportunities. 

Banque Indosuez is in 
22 countries throughout Asia 
and the Pacific and we've been 
therea long time. In some cases 
for over a century. 

From Karachi to Los Angeles, 
from Wellington to Seoul, 
Banque Indosuez can help you 
contront the challenge in the 
Pacific. 

Banque Indosuez, present 
in 69 countries, opens up a 
whole world of opportunities. 


BANQUE INDOSUEZ m 
Head office : 96, boulevard Haussmann, 75008 Paris. ! TOKYO: electronic wizardry 


BANQUE INDOSUEZ. 
WHOLE WORLD OF OPPORTUNITIES. 
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AUSTRALIA 


The last frontier 


The Northern Territory is a ‘developing’ area akin to Asia 


By Hamish McDonald in Darwin 


pora in the south as a xenopho- 
bic, Philistine sort of place where 
the pe of life is measured by the 
"stubby" bottle of beer, Australia's 
northwest seems to be emerging 
strangely enough as the part of the 
country most closely attuned to its 
Asian neighbourhood. 

pgpetaphy alone does not explain 
this, though Darwin is closer to Jakarta 
(2,760 km) than Sydney (3,230 km) and 
Asian capitals are cheaper to reach by 
air than southern cities. Nor does a his- 
tory of visits by Indonesian fishermen, 
emnloyment of Asian pearl-divers or 

strong role of Chinese immigrants 
e the earliest gold rushes. 

Transport links to Asia, while now 
better than they have been for many 
years, have been intermittent and gen- 
erally sparse. Meeting a senior Chinese- 
Australian, figure in Darwin, who 
suggests a round of beers in mid-after- 
noon, the near complete assimilation of 
the Chinese migrants is more striking 
than their cultural impact. 

No, what gives the area its “Asian” 
flavour is that the people (except for the 
Aborigines) in the vast segment of the 
continent between the Gulf of Carpen- 
taria and the Pilbara have a “develop- 
ment” mentality, an attitude out of fash- 
ion in the conservation-minded south of 
Australia but quite close to the way 
many Asian elites tend to think about 
economies and the environment. 

The Northern Territory and Western 
Australia’s Kimberley and Pilbara re- 
gions are represented by leaders who 

= B to be populist, authoritarian and 
_ sonal rather than bureaucratic in de- 
cision-making. They are trusting of 
technology, unsentimental about the 
environment. 

In a city named for the father of 
evolutionary theory, people are accept- 
ing of those who conform, regardless of 
racial origin, but scornful of those who 
dispute that cultures can be placed on a 
ladder of development. Even more so of 
those, like some Aboriginal communi- 
ties, who do not want to “develop.” 

. Such views are expressed starkly. 
For example, Australia is equivocal 
about the mining of uranium, with the 
present Labor Party government in 
Canberra permitting exports from only 
three mines while letting other known 
deposits such as the massive Jabiluka 
discovery lie undeveloped. 

By contrast, in the Northern Terri- 
tory Department of Mines and Industry 
senior Official Roger Watters hands out 
a pamphlet he has written with the “sup- 
port” of the department urging uranium 
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enrichment, spent fuel reprocessing and 
nuclear waste storage in the territory. 
"The Canadians have had 10 years of 
open-go while we missed the boat," 
Watters said. “The rabid anti-uranium 
set should have the highest order that 
Ottawa can pin on them.” 

In the only, part of Australia to be 
bombed by the Japanese in World War 
II and with East Timor only 500 km to 
the north, it might be expected that 
fears of Indonesian expansionism are 
more evident than elsewhere. Not so, it 
seems, apart from a derided minority in 
Darwin who keeps a covert radio link 
open to anti-Indonesian Fretilin gueril- 
las. 

Former Northern Territory chief 
minister Ian Tuxworth made a trip to 





Ranger uranium mine: equivocal approach. 


East Timor earlier this year as guest of 
provincial governor Mario Carrascalao. 
His predecessor (and present Northern 
Territory member in the federal parlia- 
ment) Paul Everingham has displayed 
prominently in his Darwin office a 
photograph of himself and President 
Suharto riding in a pony-cart through a 
West Java town. 

“I think most people here would pre- 
fer, rather than having some govern- 
ment in East Timor that may be inimical 
to our interests, that it's controlled by 
Indonesia," Everingham said. 





No lifeline: page 38 
Failed dreams: page 40 
On the fringe: page 42 
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Apart from the massive iron ore and 

natural gas projects in the Pilbara re- 

gion, the northwest is also on the fringes 

of power wielded by the Australian E 
Council of Trade Unions, headquar- 
tered in Melbourne. Last year 
slaughterers at an abattoir east of Dar- 2 
win at Mudginberri shook the entire ‘aa 
union movement by forsaking official 
award conditions won by their trade T 
union and entering individual contracts E 
wit their employer, an American | 
named Jay Pendarvis. When the Meat- 
workers Union tried to blockade the E 
abattoir, Pendarvis became the first em- | 
ployer to use a provision of the anti-re- E 


strictive practices law to prosecute the à 
union. He won compensation of A$1.7 A 
million (US$1 million) from it. 4 
The economic history of the north- | 
west has been one of livings rather than | 


fortunes won from a harsh environ- | - 
ment, but often snatched away by cy- | 
clones, insect plagues, fever and disrup- | — 
tion in distant markets. High hopes al- d 
ways seemed to founder right from the | 
first British attempts at settlement in the 
1830s. The colony near Darwin that was 


HAMISH McDONALD 


intended as a "second Singapore," 
drawing entrepót trade from the eastern 
archipelago, was abandoned. 





eines by Whites and Chinese | 
resumed from the 1860s. Novels A 


in Grass Castles chronicle the inroads of | 
the early cattlemen, and the semi-fic- | ` 
tional yarns of Ion L. Idriess portray the | 
stoic communities of gold prospectors | 
and pearlers who followed. E 
Through pragmatism, enterpriseand | — - 
a willingness to conform to Southeast | ` 
Asian market requirements, officials in | 
the north hoped to develop self-suffi- 
cient economic growth. But the embar- . 
rassing fact is, despite the tough-talking 
conservative stamp of northern politics 
and the expansive economic mood, the |^ — 
region is highly dependent on the finan- /| 
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sions. 
Self-government was delegated to 
the Northern Territory in 1978, with 









over those policy areas where a conflict 
of values made transfer of responsibility 
a pohtical impossibility. Not surpris- 
ingly, these are uranium mining, 
Aboriginal affairs and national parks. 
But though legislation needs the assent 
of an administrator appointed by Can- 
berra (rather than a state governor exer- 
cising state sovereignty) the territory 
runs itself like a state. 














since self-government, growing at 4.5% 
a year compared with the 1.24% na- 
tidnal growth. Darwin has grown even 
. faster, at 5.44% a year. But the North- 
ern Territory still has only 144,000 peo- 
ple, half as many as some suburban 
; municipalities in Sydney. and Darwin 
only 68,000, though well up on the 























|. cyclone in 1974. 


The Northern Territory 


raised revenue. 
the Northern Territory work out at 
A$6,400 a head of population, com- 


states. Of the territory’s workforce, 





tory and local g governments, subsidy of 
uneconomic projects and welfare pen- | 


Canberra retaining direct control only | 


Population has expanded rapidly | 
| certain large projects, and allege that 


. ritory’s assembly, 
|. eral/Country Party gained 19 of the 25 
. 47,000 population before its devastating | 


govern- | 
ment's budget of around A$1.1 billion - 
is derived only about 17% from locally | 
Federal allocations to | 


pared with A$1,400 a head for the six - 


33% are employed by government at : 


ie level or another, as against 
overall in Australia. 

Defence spending is also an impor- | 
tant input to the northern economy. 
With the withdrawal from Butterworth 
air base in Malaysia, a fighter squadron 
of the Royal Australian Air Force cur- 
rently operates from Darwin pending 
completion of a new base at Tindal. 
some 200 km south near Katherine, at a 
cost of about A$350 million. The recent 
Dibb Report on Australia’s defence 


|! force structure recommended further 


army and navy installations in the north. 


he territory ' s Liberal/Country coali- 
tion leaders are nonetheless aggriev- 


| ed at their treatment by Canberra, chief- 


ly over postponement or cancellation of 


political bias on the part of Prime Minis- 
ter Bob Hawke's Labor government is 
behind this. 

Certainly the Northern Territory 
seems a lost cause for Labor. In the ter- 
the conservative Lib- 


seats in the last four-yearly elections in 
December 1983. Liberal Everingham 
has a healthy margin in the ónly lower- 
house federal seat, while Labor cannot 
expect more than one of the two senate 
places. 

Before coming to power in the 
1983 federal elections, Hawke promised 
to build a rail link to Darwin. Once 
in office, Darwin politicians allege, 
the project was subjected to an inquiry 
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Since the existitig crampe and sw 
building have likewise been rebuffed. 
Funds have instead gone into the less 
important tourist gateway airport at 
Townsville, which happens to be lo- 
cated in a Labor-held constituency. 
When the Northern Territory proposed 
to have the A$93 milion terminal built 
and operated privately, Canberra re- 
fused. The airfield is owned and also 
used by the Defence Department. 
"Sheer — bloody-mindedness," — said 
Everingham. 

But beyond partisanship. Darwin 
has to overcome a strong suspicion of 
ambitious northern development pro- 
jects resulting from experience with cer- 
tain "white elephants" such as the Ord 
River dam. The style of Northern Terri- 
tory politics also creates misgivings 
down south. Darwin's approach, poir» 
out local political scientist Alast 
Heatley, has “sometimes contributed c 
failure to meet expectations, to wastage 
and to some well-publicised blunders." 

Territory government investment in 
tourist resorts at Ayers Rock and Alice 
Springs was based on traffic assump- 
tions that now seem unlikely to be met 
for some time. Business confidence was 
shaken by Everingham’s sudden move 
as chief minister in 1984 to rule that the 
holder of licences of the territory's two 
casinos was not performing and transfer 
them to another company. 


: juate the pro- 
esult territory g 





The quality of advice from a politi- 
cised bureaucracy also worries some of- 
ficials, who complain privately about 
pressure and snooping to test their “loy- 
alty” to the territory's present govern- 
ment. Statistics published by certain 
Northern Territory offices are also re- 
garded as suspect by officials in neigh- 
bouring Western Australia. 

One public service chief, Ken Pope, 
spoke out on his retirement about a hur- 
ried amendment of public service legis- 
lation last year to give more direct au- 
thority over personnel. It appeared, 
Pope said, that the chief minister — 
then Tuxworth — “believes in a corpo- 
rate style of government reinforced by a 
macho-management style." 

At the same time, such brashness is 
often pointed out as the reverse side of a 
government characterised by youth and 
inexperience. With 80% of the North- 
ern Territory s population under 45, 
politicians are also youthful. Darwin 
ias the highest proportion of people 
„ Nith a university degree outside Can- 

berra, but in the present cabinet only 
Chief Minister Steve Hatton has one. 

The other side is an enthusiasm and 
willingness to innovate which could 
equally bring successes. Territory capi- 
tal funding has not gone simply on 
casinos and hotels aimed at an up-mar- 
ket “high-roller” trade that has not yet 
arrived in great numbers. About A$600 
million of private and government 
money has gone into hotels, scenic 
roads and resorts that have encouraged 





firm project outline that might attract 
private capital. It has not yet been de- 
cided whether the territory government 
would participate. 
Canadian Pacific’s consulting arm is 
among a battery of experts employed to 
study the scheme, under direction of 
former territory under-secretary of 
treasury Neil Conn, who has also been 
“chief of the Canadian Imperial Bank of 
Commerce’s merchant banking ven- 
ture, CIBC Australia. Northern Terri- 


tory Chief Minister Steve Hatton said Conn’s study would 


look at a pure freight operation. 


m a 








a booming domestic tourism trade of 
about 600,000 visitors, spending an esti- 
mated A$280 million a year. 

Since self-government, some A$30 
million has been spent putting container 
and roll-on-roll-off facilities into Dar- 
win's port. A cyclone shelter and repair 
yard has been built to attract fishing 
fleets to Darwin from Queensland. 


s with the railway project, Can- 

berra's refusal to build a university 
in Darwin — sought to stop the family 
break-ups that often come with the need 
to send children far to the south for 
higher education — has not stopped the 
territory. A college operated by the 
University of Queensland on a fee-pay- 
ing basis — about A$4,500 a year com- 


pared with A$250 a year in federally | 





funded universities takes its first stu- 
dents next year. 


Some time next year, the Northern 


_ Territory Development Corp. (NTDC) 


hopes to have a stock exchange operat- 





Darwin's port: high labour costs. 


said. 





Darwin Trade Development Zone chairman Ray McHen 


ing in Darwin. NTDC official Richard 
Nelson said seven companies had de- 
clared readiness to list, while more than 
20 other companies were interested or 
were potential listings. “We are a capi- 
tal city and we need a stockmarket,” 
Nelson said. “We need venture capital, 
particularly in hard times.” 

The Northern Territory has also be- 
come the first Australian region to ex- 
periment with the trade development 
zone (TDZ) concept. The territory is 
spending A$13 million on an industrial 
estate in Darwin that will provide low- 
cost factory and office space, bonded 
warehousing and storage for manufac- 
turers and service businesses. TDZ 
chairman Ray McHenry said that nine 
Asian manufacturers had so far decided 
to set up operations. 

Apart from subsidised premises and 
general cooperation, the zone's chief in- 
centive is a lifting of payroll tax and 
other territory charges. It remains 
under the general Australian corporate 
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These could include buying used rails, second-hand 
locomotives and rolling stock, timber or steel sleepers in- 
stead of concrete and timber-trestle bridges instead of steel 
and concrete bridges. The line would use the existing se A 
ment of a disused narrow-gauge railway that runs about 200 
km of the way — as far as Katherine. 

One possible avenue of capital-raising could be through 
listing of a railway company on a proposed new Darwin 


stock exchange. Perhaps more likely is a joint venture in 


which the territory government would take a sizeable part, 
though it rejected a previous federal government sugges- 
tion that it contribute 40% of an otherwise federally funded 
line. | 

Producers in the Northern Territory and the Kimberleys 
also express frustration at the loss of opportunities they see 
in Southeast Asian markets because of poor transport links. 
“One of the big hassles we have is getting more shipping and 
airfreight for the products we already have in the territory," 
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International air connections have expanded in recent — 


years, particular since Qantas and regional airlines added - 2A 


medium-sized aircraft such as the Boeing 767 to their fleets. 
Garuda connects to Bali, Merpati Nusantara to Kupang, 
Qantas to Singapore, Royal Brunei to Brunei and, from Oc- 
tober, Thai International to Bangkok. Air cargo space is 


subject to availability on these passenger flights. x 
At present, a barge running to Brunei and Singapore on a 

six-week cycle is the only regular shipping service of any fre- _ 

quency out of Darwin. Tramp vessels call by inducement 


when specific cargoes are ready, and the Banks Linesendsa — 


ship through several times a year to pick up uranium. What. 

is needed, officials said, is a weekly service to Singapore. |. 
Former chief minister and present federal MP Paul 
Everingham said the railway would be the catalyst. “ 
would be the thing that could tranform the port of Darwin, 
he said. “It will be nothing without it being a railhead.". 
— Hamish McDo 
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tax and customs regime, but executive 
Anne Kemp said computer projections 
had shown a “significant percentage” in 
the zone's favour over alternative loca- 
tions. 

McHenry insists the strikes that used 
to plague the Darwin port are now a 
thing of the past, but labour costs are 
generally higher than elsewhere in Aus- 
tralia, with average earnings second 
only to Canberra, in many cases be- 
cause of various climatic and remote- 
ness bonuses. The quality of labour is 
also criticised in some quarters. “It’s a 
great haven for deserters,” one 
economist said. While it is a territory 
truism that everybody is there “to es- 
cape somebody or something" the 
workforce is widely acknowledged to 
have become steadier than a decade 
ago, though turnover is still high. 

Kemp said that cheap labour was not 
intended as a selling point: “What we 
say to people with labour-intensive pro- 
jects is that Australia is not the place to 
do it. Try to do the labour-intensive 
work somewhere else and bring it to 
Australia for more capital-intensive 
finishing." 

The nine projects enlisted so far, 


Hard-knocks 
farming 


Agricultural scheme fails 
but hope remains 


By Hamish McDonald in Kununurra 


m. empty spaces of the northwest 
have cast a shadow almost of guilt 
across the Australian psyche, off-and- 
on for decades. Just as the declaration 
of a British court denied the Aborigines 
any title to their lands because they till- 
ed no fields nor mustered any herds, 
the White Australians have sometimes 
feared that their “neglect” of oppor- 
tunities would induce other powers to 
step in. 

"Develop the North" became a rally- 
ing cry almost as powerful as “Populate 
or Perish" in the first half of the century. 

Turning the harsh northern environ- 
ment to food production long exercised 
the minds of statesmen, engineers and 
agriculturalists. They dreamed of tun- 
nels that would divert coastal rivers 
back under the ranges inland and of 
dams that would hold the massive rain- 
fall that dumps on the land in the sum- 
mer *wet," only to run off and leave it 
parched during the eight-month “dry.” 

After World War II, in which Japan- 
ese bombers had attacked Darwin and 
Broome — and a panic-stricken govern- 
ment initially considered a defensive 
line around the main population centres 
in the southeast — the federal govern- 
ment under then conservative prime 
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mostly from Hongkong and Taiwan, 
include manufacture or assembly of 
watches, plastic toys and utensils, knit- 
ted tops, confectionery, paper products 
and travel bags. Total planned invest- 
ment is only A$3.5 million, and the 
number of jobs to be created only about 
120. Even so, this would make the zone 
the third or fourth biggest employer in 
the Northern Territory. 


M ost investors plan to export at least 
part of output. Tatwan-based Jai 
Chyuan Manufacturing Co. will ship 
sweets to Indonesia, drawing on Aus- 
tralian fruit cordials and sugar — at the 
export sugar price, not the higher 
domestic level. Hongkong’s Wang 
Shing Plastic Factory will send plastic 
toys to the US. 

Given the small sums involved, it 
might be asked whether the option of 
joining Australia's business immigra- 
tion programme has played a part in in- 
ducing investment. But for not much 
more — A$500,000 is the general rule 
— foreign entrepreneurs can be reason- 
ably assured of a passport to a much 
more comfortable part of Australia, so 
the Darwin TDZ’s incentives and some- 


minister Sir Robert Menzies took a 
strategic view of northern agriculture. 

In one scheme, into which millions of 
dollars of Australian, British and Amer- 
ican capital was sunk, it was envisaged 
that rice grown in the Northern Terri- 
tory's swampy “top end" would fill the 
stomachs of otherwise rebellious peo- 
ples in Malaya and other trouble spots 
of Southeast Asia. Low yields, blamed 
on “wild ducks," caused the project to 
founder very quickly. 

In opposition the Labor Party, with 
an eye on winning seats in northern 
Queensland, kept up the pressure for 
large-scale water diversion. projects. 
When it won power in 1972, Labor set 
up a federal department of northern 
development. 

But by the time of this formal 
triumph for the northern development 


The respected position of Chinese 
settlers in the north is probably one fac- 
tor. Mostly descended from Cantonese 
who flocked to the Northern Territory 
in the 1880s to dig for gold or labour on 
railways, and recently augmented by 
Chinese fleeing from East Timor, 
Chinese-Australians number about 
6,000 in the Northern Territory, about 
half living in Darwin. 

The present Lord Mayor of Darwin 
Alex Fong Lim is the second Chinese- 
Australian to hold the office. In Dar- 
win's new satellite town of Palmerston 
an immigrant from Malaysia, business 
consultant Michael Ting, was also re- 
cently elected mayor. “Australians elect 
us, so there can't be any discrimination 
in Darwin at least," said Raymond 
Chin, who retired in 1983 as clerk of the 
territory's legislative assembly. 

Grandson of a Cantonese immigrant 
who made his way labouring and tailor- 
ing, Chin said social and economic bar- 
riers between Chinese and White Aus- 
tralians had long since broken down. A 
Chunghua Association runs a clubhouse 
and a temple, where on Saturdays the 





lobby, dam-building in the north had 
become noted in Canberra as a political 
exercise rather than an economically 
justifiable one. This was based on ex- 
perience with the one big project that 
was undertaken — the A$100 million 
(US$60 million) Ord River scheme in 
the Kimberley region — and a balloon- 
pricking book by economist Bruce 
Davidson entitled The Northern Myth. 

Experimental farms had been oper- 
ated since 1941 on the rich black-soil 
plains beside the Ord River, close to the 
cattle stations pioneered in the 1880s 
with herds driven overland from 
Queensland and New South Wales by 
the Duracks and other now-famous 
families of Australia’s past. 

In 1958, the Western Australian and 
federal governments devoted A$20 mil- 
lion to a dam across the lower reaches of 
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Chinese-Australian community holds 
Mandarin classes and teaches its young 
people “to respect their elders.” Inter- 
marriage is commonplace: six of Chin’s 
10 brothers and sisters married White 
Australians, and two of his own three 
children have done so. 

Hisham Koh, a Malaysian who ad- 
vises the Southeast Asian investment 
consortium that built a new A$55 mil- 
lion hotel in Darwin operated by the 
Beaufort chain, also cites the ready ac- 
ceptance of Asian newcomers as a posi- 
tive factor for investment. “You are not 
recognised by your origin,” Koh said. 
“You don’t sense or feel any discrimina- 
tion whether you’re Asian, Greek, Ita- 
lian. It's a very happy, friendly town.” 

Koh listed geographic proximity to 


Asia, the resource-rich hinterland, the 
familiar tropical climate and the 


"pioneering" opportunities in the unde- 
veloped north as the reasons his invest- 
“ent group — mainly from East Malay- 

a — chose Darwin. “It’s undergone 
"rapid growth since the cyclone in 1974,” 
Koh said. “That shows a resilient sort of 
people who can fight back and develop. 
It's one of the last frontiers of the West- 
ern world." Oo 





the Ord, to irrigate about 8,000 ha, bro- 
ken into small farms. In 1967, the federal 
government committed another A$80 
million for a main storage dam back in 
the rugged Car Boyd Range for the Ord 
scheme’s township, Kununurra. 
When full in 1974, the dam held back 
a lake nine times the volume of Sydney 
Harbour. This assured ample water 
supplies, but that was only one problem 
solved. Distance from suppliers and 
markets, coupled with falling prices for 
the main crop — sugar — rendered 
farms uneconomic, despite water de- 
livered at a far cheaper price than in 
. eastern irrigation schemes. 
t 
"€ otton was encouraged as a replace- 
ment, with a subsidy. Davidson, 
now at Sydney University, said that even 
so, cotton farmers were just making a 
living on the Ord, while their counter- 
parts on the Namoi River in New South 
Wales were making a fortune. “Once the 
subsidy was dropped it was the 
cotton on the Ord," he said. 
Asked what would be an economic 
crop on the Ord scheme, Davidson re- 
plied: “Nothing really . . . if sugar went 
to a high and stayed there, but I find that 
difficult to imagine." Davidson said the 
formula for a successful crop tended to 
be: low in labour demands, aimed at an 
export market, transportable and land 
extensive 
Despite this, the Ord scheme con- 
tinues to attract interest. Some ideas, 
however, have proved unrealistic. In 
the early 1980s, for example, the South 
Korean Government's village-develop- 
ment movement, Saemaul Undong, 


looked at growing sugar in the area with 
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South Korean labour for the South Ko- 
rean market — in competition with the 
established east-coast sugar industry. 
But experiments seem to have come up 
with a variety of crops that provide 
more stable production. 

With entry still fairly cheap — about 
A$150,000 buys 250 ha of irrigated 
black soil — the valley floor presents a 
dramatic break in colour from the 
eroded reddish rock formations of the 
surrounding ranges. The population of 
Kununurra has been swelled by workers 
who commute by air to the A$500 mil- 
lion Argyle diamond mine, which began 
Eorucnon last year. Many farmers 

ave moved out to live on their proper- 
ties instead of driving out from town. 

Output of maize, sorghum, sunflow- 
ers, bananas, vegetables and melons is 
expected to rise from about A$6 million 
in total value in 1985 to about A$10 mil- 
lion this year. Resident agricultural offi- 
cial Peter McCosker said the Ord had a 
maturing season several weeks ahead of 
rival growing regions in the south and a 
between season for Asian markets. 
“Transport is the crux of the matter,” he 


| said. “What we need is a Darwin-Singa- 


ur 
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pore shuttle, with a seven-day turn- 
around." 

Rockmelons have become the 
biggest money earner, with A$1.3 mil- 
lion worth shipped out by refrigerated 
"road-train" to Darwin last year. One 
successful grower has made his brand- 


| name “White Elephant,” in recognition 


of the Ord scheme's image. The W. R. 
Carpenter trading group has begun 
large-scale feedstock production, with 
the Western Australian State Shipping 
line beginning an annual call at the 


| sleepy cattle-loading port of Wyndham 


nearby to take it to Papua New Guinea. 


he Ord scheme still has marked dis- 

advantages. Anything it can grow, 
northern Queensland can match and get 
to markets along the well-developed 
east-coast road, rail and sea links. Sea- 
and closeness to Asia are the 
pua vantages. 

t also has a tough climate, with 


| summer temperatures of up to 45°C, 
| When Canberra's Commonwealth Scien- 


tific and Industrial Research Organi- 
sation worked out an index of “man- 
discomfort days," it found the Ord 
scored 225 such days a year. “You think 
it’s not too bad if this is as hot as it 
gets," agricultural official David 
McNeil said on a 30-degree winter day. 
"What you don't realise is this is as cool 
as it gets." 

The Ord scheme is also far from 
being strictly economic. Governments 
have written off their A$100 million 
(1960s value) capital investment. 
McCosker points out that the A$1 mil- 
lion a year spent by the Western Austra- 
lian agriculture department in support 
services was “a totally disproportionate 
allocation of resources for A$10 million 
worth of production.” 
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The 14,000 ha now under irrigation is 
only a fraction of the 76,000 ha origi- 
nally planned to come under the scheme. 
Even the full Ord project was just a pilot 
scheme for similar damming and irriga- 
tion projects on other northern rivers 
such as the Fitzroy. With topography re- 
quiring more than one dam to create 
water storage, none of these schemes 
seem likely to be looked at again 
soon. 

But for all that, agriculture is on an 
upswing across the top of Australia. 
Plantings of tropical fruits and high- 
value vegetables are extensive in the 
better-watered “top end" of the North- 
ern Territory, promising a rapid expan- 
sion from the few million dollars worth 
of product now recorded. 

The cattle industry, based on exten- 
sive leases up to 12.500 km? in area, is 
undergoing a transformation. Davidson 
describes traditional methods as “just 
hunting wild cattle. There are no fences: 
at mustering time you get as many cattle 
as you can and put your brand on them, 


Off to the south: transport is the key. 





then you put them into a truck to the 
nearest abattoir." 

Instead of supplying beasts for the 
US hamburger trade. some pastoralists 
are looking at improving herd quality 
and in some cases fattening on locally 
grown feedstock to provide specialised 
meat cuts. More of the territory's esti- 
mated 150,000 wild buffalo are being 
domesticated and raised either as 
draught animals for Southeast Asia and 
Latin America, or for meat. Foreign in- 
vestment, such as the Brunei Govern- 
ment's lease of two cattle properties, is 
encouraging such specialisation. 

The historic tendency of Australian 
farmers to swing rapidly into over-pro- 
duction of new crops has many analysts 
more worried about marketing arrange- 
ments than production problems. Some 
feel growers are overly optimistic, for 
example, about market demand for out- 
of-season delicacies. oO 


Left out on - 
the fringe 


Aborigines prefer their 
traditional way of life 


he multi-racial friendship of the 

north that now enthusiastically em- 
braces Asian investors does not extend 
to the Aborigines who want to remain 
out of the economic-development race. 
Comprising about a quarter of the 
population, the Aborigines include 
many living and working in the sur- 
rounding White society, but a growing 
number who have turned their back on 
it to live on traditional lands and uphold 
their own inherited laws as best they 
can. 
Until about 20 years ago, the 
Aborigines were essentially wards of 
the government living on reserves, mis; 
sionary stations, or as cowboys on the 
big pastoral leases — paid in 
flour, sugar and tea. Where 
Aborigine communities sat 
on valuable resources, they 
were moved. 

Disclosures of their treat- 


tions influenced by the Ame- 
rican civil-rights movement 
— caused the watershed con- 
stitutional amendment by 
referendum in 1967 that 
gave the federal government 
full powers over Aboriginal 
affairs and included Abori- 
gines in the national census 
for the first time. Their 
effective status as non-citi- 
zens was ended: Aborigines 
gained equal rights to wel- 
fare benefits, compulsory 
education, voting, standard 
wages and service in hotel 
bars. 


lenged the Nabalco alumina project on 
their land in the courts, disputing the 
1880s British court ruling that declared 
all of Australia unoccupied land prior to 
White settlement. They lost the case, 
but the new Labor government of 
former prime minister Gough Whitlam 
in 1973 drafted the Aboriginal Land 
Rights Act, which was eventually pass- 
ed by the succeeding conservative gov- 
ernment of Malcolm Fraser. 

This law gave Aboriginal communi- 
ties inalienable freehold title to tradi- 
tional lands established by hearing of 
claims before a commissioner, with 
townsites and land in use not subject to 
claim. While ownership of mineral 
rights remained reserved for the gov- 
ernment — as for the rest of Australia 
— Aborigines had the right to permit or 
deny mining activity on the land. 

This Northern Territory legislation 
was to serve, Aborigines believed, as 
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In most developing nations, one need is more urgent 
than any other. Transportation. 

Without high-speed roadways and modern airports, 
much-needed projects must be delayed. Or cancelled. 
Dams go unbuilt. Remote hospitals remain on the draw- 
ing board. Land that could be used for farming is left 
uncleared and unirrigated. 

For many emerging nations, the L-100 aircraft is 
making development possible without highways or 
sophisticated air terminals. 

The L-100 is a civilian version of the famous C-130 
Hercules military aircraft. So it comes with a proven 
record of dependability and strength. 

To civilian authorities, the L-100 offers valuable 


bLockheed-Georgia — — —  — — 


elping small countries 
ild a big future. 





versatility. As a cargo plane, it can airlift 50,000 pounds 
of heavy equipment or supplies. As a fuel tanker, it has 
a typical mission capacity of 56000 pounds. Its turbo- 
prop speed and power make it a fast and effective pas- 
senger plane or hospital ship. 

Best of all, the L-100 is cost efficient to operate and 
it can fly into and out of undeveloped landing fields other 
planes can't reach. Fields of hard-packed snow or earth, 
even sand and gravel. 

You'll find L-100s and C-130s performing 
valuable work in more than 55.countries all over the 
world. In some, they're helping to protect a highly 
developed society. In others they're helping to 
build one. 



































gas pipeline developments. 
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the model for uniform laws to be 
applied all over Australia by a new 
Labor government using the powers ob- 
tained in the 1967 referendum. This has 
not been the case. 

Since self-government in 1978, a suc- 
cession of conservative Northern Terri- 
tory cabinets have argued that the Land 
Rights Act put the country's future 
wealth in the hands of inexperienced, 
isolated people easily manipulated by 
White advisers in the federally funded 
land councils which negotiate agree- 
ments with mining companies on their 
behalf. Many White northerners allege 
that spurious sacred-site claims are 
staked as soon as survey drilling starts. 

Introduction of the Land Rights Act 
was followed by a long pause in new 
mining agreements covering Aboriginal 
land. In the top part of the territory, 
covered by the Northern Lands Council 
(NLC) the pause did not end until 
agreement this June to let a West Ger- 
man consortium, Uranerz, explore for 
uranium northwest of the existing 
Ranger mine. In the central area near 
Alice Springs, two or three 
agreements were reached ear- 
lier to permit gold mining and 


Land council spokesmen 
said that these agreements show 
that the logjam alleged by oil 
and mining lobbies has been 
broken. They said some delay 
was inevitable after the new 
law to carry out the complex 
task of building a register of 
land ownership and sités sacred 
in the animistic religions of the 
Aborigines. 


Mi onene spokesmen also 
said the Northern Territory 
government has encouraged 
mining companies to make as 
many exploration applications 
as possible. The mining and oil 
industries also had a motive to 
stretch out negotiations. *Com- 
panies are holding back and us- 
ing this as an argument that land rights 
are not working," one Central Land 
Council officer in Alice Springs said. 

Some possible evidence to support 
this came recently when the Australian 
Bureau of Statistics amended previ- 
ously published statistics on exploration 
in the Northern Territory because com- 
panies had greatly under-reported their 
activity. 

Other devices employed by Darwin 
authorities to frustrate the federal legis- 
lation include the extension of Darwin's 
town boundaries to make the city of 
68,000 people one of the most extensive 
in the world. The territory's govern- 
ment has also moved to change title on 
cattle ranches from lease to freehold to 
fight an Aboriginal claim for residential 
enclaves. 

To a great extent this unrelenting 
campaign against the Land Rights Act is 
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succeeding. The Aboriginal push has 
lost sympathy among the general popu- 
lation, polls indicate, as emotional 
charges take hold: that White Austra- 
lians will be excluded from vast areas of 
their own country and that Aboriginal 
communities will sit on vast mineral 
wealth while taking an inordinate share 
of welfare benefits. 3 

Most of these charges are unfair. 
Most White farmers fence off their 
property. Aside from an educational al- 
lowance, Aboriginals get no specific 
pensions and, in any case, many of the 
White critics would be put out of busi- 
ness if spending by Aboriginals from 
their welfare cheques was cut off. The 
Land Rights Act does allow the gover- 
nor-general to authorise mining without 
consent in the national interest. 

Moreover, it is the unwillingness of 
the Australian majority that has stop- 
ped new uranium projects, the most im- 
portant mineral in Aboriginal lands. 
And the general downturn in metal and 
petroleum prices has deferred other 
projects. Traditional Aboriginal owners 
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Cattle station workers: forced onto the ia 2 


have declared their willingness to let 
Pancontinental Mining go ahead with 
its A$500 million (US$304 million) 
Jabiluka uranium mine near Ranger. It 
is only the denial of an export permit by 
Canberra that stops it. 

The withdrawal of Aboriginal labour 
from the northern cattle industry was a 
consequence of negotiated wages. 
Rather than pay the traditional horse- 
men Official rates, ranchers switched to 
mustering cattle by helicopter, 

Even so the withdrawal of remote 
Aboriginal communities out of the 
mainstream was probably not what 
most Australians had in mind when they 
supported the 1967 constitutional 
changes. Most urban Australians prob- 
ably thought the problem was removal 
of discrimination and greater help for 
Aborigines to assimilate. 

More than a few Aboriginals have in- 


deed merged into the wider community, 
holding down regular jobs and paying 
off mortgages on their urban homes. 
Others live miserably on the fringe, like 
the “drain people” who live in a storm- 
drain at the back of Port Hedland’s 
newest supermarket. 

But many Aboriginal communities, 
such as the 600-strong Nomad group on 
their four cattle properties in the Pil- 
bara, now openly challenge the “mix- 
ing-pot” concept and give priority to 
their own law. White teachers are 
supervised by parents in the classroom 
to see that traditional relationships are 
not undermined. Literacy in their own 
language and culture is given priority. 


ome educationalists working in 

Aboriginal schools debate whether 
children can be raised to move back and 
forth between the two cultures without 
trauma. They insist that the Aboriginals 
have a right to remain in their own cul- 
tural world, if they so choose. 

Few can bridge the gap. One whc 
manages with apparent ease is 
Galarrwuy — Yunipingu, 38, 
chairman of the NLC. In Dar- 
win he performs his bureaucra- 
tic role with great skill. At 
home near Gove, he carries 
out his traditional ceremonial 
tasks as leader of the Gumatj 
clan in ceremonies throughout 
the surrounding bush. He be- 
lieves his three sons, attending 
an expensive private boarding 
school in Sydney, can be taught 
the same respect for the clan's 
traditional lore. 

The value of this is some- 
thing hard to put across in sub- 
urban Sydney or Melbourne, 
and the hardening of public 
opinion against the existing 
land-rights system has not been 
something current Labor lead- 
ers have fought hard against, 
In Labor-held Western Aus- 
tralia, Premier Brian Bourke ` 
has sworn to stand down if 
Canberra overrules his own version of 
land rights, effectively 99-year leases of 
property already controlled by Abori- 
gines with no particular controls over 
mining. 

Within two years of taking office, the 
Hawke government announced that it 
too favoured amendment of the North- 
ern Territory act. Changes would put 
deadlines on Aboriginal communities to 
weigh up mining applications, before 
arbitration was applied. 

Three successive judicial inquiries 
have given the opinion that land rights 
are meaningless unless Aborigines have 
the power to control mining activity on 
their lands. *If these amendments go 
ahead we might as well have no land at 
all," Yunupingu said. *It's back to the 
land-trust system where the govern- 
ment made the decision for the Aborigi- 
nal people." — Hamish McDonald 
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to avert reaction 


he common talk in the Philippines, 

among partisans and non-partisans 
alike, is that the Aquino government 
has not accomplished anything in the six 
months that it has been in power. To 
this, government apologists have coun- 
tered that the Marcos dictatorship had 
been deposed and that there has been 
renewed confidence in government. All 
the same, this claim has become weary 
with repetition. In any case, the Aquino 
government should be reporting some- 
thing substantial after half a year in of- 
fice, and this it has not done. 

The problem probably lies in the 
“revolutionary nature” of the govern- 
ment of the day. Many years ago, the 
American historian and philosopher, 
Crane Brinton, in his book The 
Anatomy of Revolution, charted the 
course of revolution in three stages: 
triumph, terror and thermidor. The 
Philippines’ February “revolution,” by 
this chart, is still in the stage of terror. 

Terror means retribution and re- 
venge, the execution and persecution of 
the enemies of the revolution and the 
destruction of the apparatus of support 
of the old regime. The parallel in the 


Philippines’ bloodless revolution is seen | 


readily in the activities of the controver- 
sial Presidential Committee on Good 
Government, the mass lay-offs in the 
vast government bureaucracy — à 
bureaucracy that was, at the time, heav- 
ily for presidential candidate Corazon 
Aquino — and the large scale dismissal 
of local officials. 

The government is faulted for all of 
these without much understanding. 
Revolution, bloody or not, inevitably 
brings about a festival of terror, at least 
for those who are perceived as staunch 
allies and supporters of the discredited 
regime. Twenty years of resentment in 
this electronic age is probably equiva- 
lent to two centuries of suffering, and it 
is a wonder that the terroristic aspect of 
this revolution has not been as trauma- 
tic as anticipated. Indeed, in less than 
six months there has been a popular 
outcry against it. 

The thermidor or reaction has set in. 
In Brinton's chart, this means the 
emergence of the man on horseback, a 
Napoleon, who restores order to the 
disorder wrought by revolution and, in 
modified form, the status quo ante. For 
the truth is that people cannot endure 
for long the frenetic passions of revolu- 
tions; they want to settle “back to nor- 
mal," and anyone who can accomplish 
this is hailed as another saviour. 

A maverick anti-Marcos politician 
who now occupies a minor post in the 








Marcos: diverse alliance. 





Aquino government has labelled the 
president *Corynsky," a pun on the ill- 
fated Kerensky of the Russian revolu- 
tion. The projection is that the govern- 
ment will either have to fall to the com- 
munists or be taken over by a firmer 
leadership. 

No one knows what Aquino thinks 
about all this. Not that anyone has 
asked. It is quite clear that the first 
woman president in Philippine history is 
standing above the squabbles of politi- 
cians. The most that one can glean from 
her serenity is that what is happening 
now is politics-as-usual in a democracy. 
Maybe, but the feeling of frustration, 
insecurity and fear is real. 

The most unfortunate perception is 
that the Aquino leadership is weak, 









which it is not. If at all, it exudes confi- 
dence; at least, it is unfazed by all the 
sensationalism in the media and the 
bombast of politicians. It relies heavily 
on its popularity with the people. 

We have on record a leadership that 
literally believes in “people power,” 
which will take to the streets in case the 
government is endangered. To this one 
must add the declared intention of the 
US to stand behind the president. 

On the other hand, there are few ex- 
perts, if any, on American commitment 
and people power, who are as fickle as 
they are powerful. To depend on them 
is no different from relying on the word 
of princes. 

As columnist Francisco S. Tatad 
(one-time information minister under 












Adrian Christobal is a former presi- 
dential spokesman for former pres- 
ident Marcos. 





3 AP | 


Marcos) pointedly observed: "Unre- 
strained adulation abroad may lead her 
[Aquino] to believe that she is doing 
well and give her the necessary self-con- 
fidence to take command of the situa- 
tion and to finally lead and govern. But 
one assumes too much if one dares to 
believe that social, economic and politi- 
cal unrest at home will automatically 
cease just because Middle America and 
the two houses of congress cheered and 
applauded her more than they did Sir 
Winston Churchill." 

But what precisely do her critics ex- 
pect Aquino to do? Some suggest that 
she cracks the whip and makes her 
ministers behave. But she has been or- 
bited into power by the anti-Marcos al- 
liance of diverse groups led by per- 
sonalities with individual agenda. Not 
only political prudence but also moral 
obligation requires circumspection in 
dealing with them. 

There are progressives and radicals, 
rightists and reactionaries, fascists and 
liberals, in key posts in the Aquino gov- 
ernment. They have one common vir- 
tue: opposition to Marcos. It is like hav- 
ing all the heretic sects of the Medieval 
Church all ferociously opposed to the 
devil but mortally separated in their in- 
dividual doctrines. 


Meore, who can say that anyone 
or any group of Filipinos can come 
up with a programme that can be in- 
stantly implemented while at the same 
time will not hurt either the middle 
class, the businessmen, the workers, or 
the masses? There are always several 
sides to a policy question, and it is still 
some kind of law that the best organised 
and the most vociferous will carry the 
day — with the national interest, like 
the devil, taking the hindmost. 





There is thus a special poignancy. 


about the Constitutional Commission as 
the fair hope of democracy in the Philip- 
pines. The commission’s emerging draft 
contains too much cant and objectiona- 
ble provisions — among them the re- 
sanctification of the president's power 
to proclaim martial law — to be hon- 
estly recommended by reasonable men. 
But it has one chance of ratification by 
the Filipino people: it mandates popular 
elections early in 1987. 

Filipinos, not unjustifiably, believe 
fervently in the stabilising and even 
healing effects of popular elections. Pro- 
vided that they are generally honest and 
free, electoral contests channel pent-up 
energies, release frustrations and redis- 
tribute wealth — if only temporarily. 
The fall of the powerful. especially the 
unjust and abusive, is a satisfying sight; 
it rectifies. Sooner or later, the electo- 
rate is disillusioned by its leaders and 
they have the right to be enthralled and 
again disenthralled by new ones. 

The trouble with past leaderships is 
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that they identified confidence in gov- 
ernment with confidence in their own 
administrations. This semantic sleight- 
of-hand is understandable in a political 
partisan but it has nothing to do with the 
democratic process. But how many 
democrats can one really have — even 
in the Constitutional Commission, 
most of whose members, against all 
logic, all democratic doctrine and, worst 
of all, all recent history, still believe that 
martial law is a legitimate instrument 
for saving democracy? 

Perhaps this is one area in which 
Aquino may not hold herself aloof. As a 
victim of martial law, she can represent 
all other victims in aligning the constitu- 
tion, drafted by force by her regime, 
with all the democratic constitutions of 
the world, which do not empower the 
president to proclaim martial law. 

So many newspaper editorials and 
articles have recently argued against the 
martial-law provision. Considering the 

ospects for ratification of the constitu- 
...Jn, it needs the persuasive force of the 
presidency to excise the martial-law 
provision, since it is quite clear that the 
best and brightest of the land are incap- 
able of learning from experience. 

One of the more significant state- 
ments by Aquino was her directive to in- 
struct the Filipino people, especially the 











CB y empowering the 
president of the Philippines to 
proclaim martial law, the 
constitution is saying, at 
bottom, that democracy can 
be protected by suspending 
democracy.9 


young, about the ways of democracy. 
The coming constitution is certainly a 
poor basis for such instruction. By em- 
powering the president of the Philip- 

nes to proclaim martial law, the con- 

itution is saying, at bottom, that 
democracy can be protected by sus- 
pending democracy. In dramatic terms, 
this means that a government whose 
existence lies with the consent of the 
governed can, at certain times, govern 
without consent. Such a constitution 
cannot be worth defending or dying for. 

In the troubled aftermath of the Feb- 
ruary revolt, there are persistent specu- 
lations and rumours of coups, “returns” 
and civil war. The common question is: 
how long can President Cory, as she is 
fondly called, last? 

But there is no question about it: 
Aquino is warmed by a tremendous 
amount of popular goodwill. What is re- 
quired is simple responsiveness, ur- 
gently needed in the thermidor. She can 
claim as her legacy to the people the 
coming of age of democracy in the 
Philippines. 

Aquino must, however, take the ini- 
tiative. Leadership, after all, is mainly 
that. » 
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MiG96: replaced by MiG29 aircraft. 
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Go for more MiGs 


New Delhi to get better Soviet military aircraft 


By Mohan Ram in New Delhi 


i ndia is buying one of the most advanc- 
ed Soviet military aircraft, the MiG29, 
which will ensure India's air superiority 
over Pakistan which has acquired the 
F16 from the US. The Soviets started to 
introduce the MiG29 into their air force 
last year and are yet ready to make it 
available to their Warsaw Pact allies. 

The Soviets will also transfer the 
technology for licensed manufacture of 
the MiG29 in India. In the process, 
India will not exercise its option to pro- 
duce the French Mirage-2000, 40 of 
which it has acquired. Thus India will 
continue to have a single production 
line of military aircraft — of the MiG 
series — until it develops its own light 
combat aircraft. 

The Indo-Soviet agreement on the 
MiG29, signed in Moscow recently, 
ends the debate in the Indian Air Force 
over the relative advantages of the 
multi-role Mirage-2000 which some 
favoured over the single-role MiG29, 
which will be used for air defence, com- 
plementing the MiG27 which is a 
ground attack fighter. 

Moscow will sell 40 MiG29s, the de- 
livery dates of which are not yet known. 
The production option will be exercised 
after New Delhi makes a detailed as- 
sessment. The Indo-Soviet agreement 
also covers the transfer of technology 
for R60M  air-to-air missiles. The 
MiG29 with its two engines will have 
45% more thrust than the single engine 
Fl6. With its range of 850 km, the 
MiG29 is superior to the F16 which has a 
range of 630 km. 


SE OES GEE ESSENSE 
Space options: page 48 








India had relied heavily on British 
and French military aircraft until the 
early 1960s when the Soviets offered 
India the MiG21 along with its technol- 
ogy. Advanced versions of the MiG21 
which India has been manufacturing 
have been the mainstay of its air force, 
with over 300 of them in service. 

The next step was to acquire and 
later produce the MiG23s. Although 
India bought a few MiG25 for its recon- 
naissance squadrons it went straight for 
the MiG27 and began producing the lat- 
ter under licence. Given the continuity 
of the MiG series in the Indian Air 
Force and the MiG production line 
which was first established over 20 years 
ago, it would be easier for India to fol- 
low up the MiG27 with the next in the 
series rather than to set up a new line for 
the Mirage-2000. 

The sprinkling of Western aircraft, 
including the Mirage-2000, will con- 
tinue to be used in the air force. The | 
ageing Canberra bombers and Hunter 
fighters are to be replaced by the Anglo- 
French Jaguar. The helicopter comple- 
ment will be a mixed one comprising In- 
dian-built machines of French origin 
and Soviet ones including the advanced 
Mi26. 

The transport squadrons are almost 
entirely of Soviet origin with the Fair- 
child packet being phased out. While 
the Soviet Anl2 continues in service, 
India has been acquiring the An32 
which though not in Soviet service is 
being built to India's specifications 
using Indian-made avionics. Earlier this 
year two An32s crashed in one week, in- 
viting allegations of sabotage. The latest 
Indian acquisition for military transport 
needs is the giant II76. 
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| Gandhi; missile-testing range: looking for a delivery S ystem. 


Options in outer space 


The long-range missile programme could have a nuclear side 


By Mohan Ram in New Delhi 
Pos parties and civil-rights acti- 
vists are leading a campaign against 
the location of a missile testing range at 
Baliapal in Orissa state on India's east 
coast. They say the project would dis- 
place a large population, destroy prime 
agricultural land and make the region a 
target of external attacks in the event of 
a military conflict. But the govern- 
ment's defence of the location unwit- 
tingly provides clues to the little-known 
Indian missile programme which has 
implications for the country's nuclear 
option. 

In July 1985, J. B. Patnaik, the 
state's chief minister, announced that a 
National Test Range (NTR) would 
come up at Baliapal and missiles with a 
range of up to 5,000 km would be fired 
from there. His government began ac- 
gering land for the proposed project in 

ebruary this year. But the plan was for- 
mally cleared by the Indian Govern- 
menton 21 May. Baliapal had been cho- 
sen, the Defence Ministry announced, 
after evaluating all alternative locations 
from the point of view of technical feasi- 
bility and national security, and the 
range would provide facilities abso- 
lutely essential for India's space pro- 
gramme and defence preparedness. 

V.S. Arunachalam, the scientific ad- 
viser to the Defence Ministry, said the 
basic function of a test range was flight 
trials for the design and development of 
rockets, pilotless aircraft and ballistic 
missiles. Evaluation trials by the army, 
air force and the navy, practice firing of 
long-range missiles, electronic-warfare 
dynamic testing, rocket and satellite 
launching and testing of facilities to 





launching space vehicles. 


monitor the path and efficacy of mis- 
siles. were the other functions. He also 


| said that the country's premier missile 


test range would also be used for 


According to Arunachalam, the 


| ideal site where all these could be ac- 


complished would have to have at least 
100 km? of area, facilities for down- 
range instrumentation sites, a clear fir- 
ing range for long-range missiles, and 
unrestricted firing range for short and 


| medium-range missiles. It should be 
| away from major towns, ports and 


population centres, should not affect 


| sea and air routes, be free from undula- 


tions, free from oil and mineral deposits 
and be cyclone-free. 

These were only some of the major 
requirements and none of the three 
existing ranges — Sriharikota (where 
space rockets are tested), Pokhran 
(where India's first and only nuclear 
explosion was carried out in May 1974) 
and Surya Lanka — met these require- 
ments. So there was no point in expand- 
ing them to handle the entire burden of 
an integrated missile testing and launch- 
ing site. 


f the alternative sites proposed by 

the opponents of the Baliapal loca- 
tion, Andaman and Nicobar was ruled 
out because only two islands there 
were reasonably suitable and the area 
had a large number of rainy days every 
year. 

Besides, the Great Nicobar, the 
southermost island in the group, was 
only 80 km from Indonesia. Kanyaku- 
mari, which is the scuthern tip of the In- 






dian mainland, the Sunderbans in West 
Bengal state, and Dwaraka in Gujarat 
on the west coast, were too close to other 
countries or near major sea and air 
routes, or had oil deposits and lacked the 
ideal topography. 

The scope of the proposed range at 
Baliapal suggests a comprehensive mis- 
sile programme which dovetails with the 
space programme and the government 
has all along maintained that the latter, 
like the nuclear programme, has no 
military application. India claims a lead 
over China in satellites for civilian 
application but is admittedly lagging 
in launch capability. All Indian satel- 
lites, including those built by India, 
have been launched atop foreign rocx- 


s. 

All its rockets so far have carried 
only experimental payloads. The aug- 
mented satellite launch vehicle — 
ASLV in space jargon — is to be 
launched in a few weeks and will he 
the workhorse rocket for low-eart 
orbit missions in areas of space applic- 
tions. 

This is to be followed by the polar 
satellite launch vehicle (PSLV) which is 
the major launch vehicle project for the 
1980s to place 1,000 kg-class satellites in 
polar sun-synchronous orbit. The 
PSLV. a four-stage affair, involves 
many critical areas of development. The 
government's contention is that the 
PSLV project will be more feasible from 
the Baliapal site. 

Analysts have pointed out that the 
PSLV can be modified and developed 
into an intermediate range ballistic mis- 
sile. India is a threshold nuclear power, 
having carried out a "peaceful nuclear 
explosion" while vowing not to use nu- 
clear energy for military ends. But it has 
refused to sign the nuclear non-prolifer- 
ation treaty or submit to the treaty's 
full-scope safeguards because it thinks 
both these discriminate against the nu- 
clear have-nots. 

India thus retains the nuclear-bon . 
option but lacks a delivery system. So 
the decision to set up a range capable of 
launching long-range missiles has 
roused apprehensions that India might 
be developing such a system. For in- 
stance, Bijou Patnaik, a former chief 
minister of Orissa and a former union 
minister, who is now an opposition 
leader, wrote to Prime Minister Rajiv 
Gandhi to point out that an exceedingly 
high-cost test range proposed at 
Baliapal can have a military use only for 
missiles with warheads. 

He said: *How can such a concept be 
compatible with your exemplary 
crusade against nuclear proliferation, if 
India engages itself in building vehicles 
for nuclear strikes?” Gandhi replied: 
“We have no nuclear-weapons pro- 
gramme and the NTR has no such com- 
ponent.” But sceptics argue that a mis- 
sile capable of delivering a conventional 
warhead can be used for a nuclear 
warhead if need be. Oo 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
vou ~to be part of your 
fe — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 








PATEK PHILIPPE 
GENEVE 


Patek Philippe S.A. 
4], rue du Rhóne - 1211 Geneva 3 - Switzerland 







^ money transfers they want. Headquarters now gets the overview it needs. And everyone 
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_ What Bankers Trust puts before you is the very best in money transfer. 
E Consider, for example, how our Global Operating : and Information Services team 
caters to the special needs of an international French bank. 

The bank, headquartered in Paris, has branches all over the would: They each oper- . = 
ate independently. Numerous U.S. clearing banks were serving their money transfer needs. E 
Because of our close relationship, Bankers Trust saw the advantages headquarters and OW 
branches would gain by centralizing their U.S. dollar clearing activities. 

What we offered was not a plain, off-the-shelf solution, but a customized package. 

Our state-of-the-art technology gives headquarters and branches the accurate, timely 


benefits from up-to-the-minute information. We set it all forth to exacting standards, 
backed by constant attention to even the smallest details. : 
And because we have become their lead clearing bank, we provide this eases 


service at a very ordinary price. Th 
Extra touches. They set us apart. Bankers’ Arust Company : 
Clearing bank to othe world’ s banks. 
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Behind this succ« 


When we developed The Peninsula, Hong Kong in the early twenties, it was a marketing breakthrough. 
Its founders saw clearly the need for deluxe accommodation in Hong Kong and responded by 
selecting the territorys prime location and spared no expense in construction and features. 


This year, history repeats itself 


The new 740 room Kowloon Hotel, standing proudly behind The Peninsula, Hong Kong is another breakthrough. 
Built with the business traveller in mind, The Kowloon Hotel offers superior accommodation with 


the latest in-room communications technology. 
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3S stands another 


We are committed to providing the best service to travellers worldwide. We made that commitment with 

our first hotel, The Peninsula, Hong Kong, and we continue to honour it with our latest, The Kowloon Hotel. 
In fact, we live up to our commitment in all Peninsula Group hotels, from the deluxe Manila Peninsula 

to the spacious Garden Hotel in Guangzhou and the highly-acclaimed Jianguo Hotel in Beijing. 

Rather than rest on its laurels, 


The Peninsula Group understands that it is The Peninsula Group 


only as good as its last success. 









Anunshakable resource 
| | inashifting universe 


Every day, the world of telecommunications becomes 


































more complex. 

New equipment appears, new suppliers enter the 
market, new methods - and even completely new 
technologies - evolve. 

In this universe of change, there's one unshakable 
resource. A resource which has emerged unscathed 
from the turbulence of the last ten years. A resource 
which provides a firm framework for the future. 

Ericsson Telecom. 










A single organisation that offers | — 
unique total telecommunications 
capability. 
We've adopted the diamond as the 
symbol of this unique resource. Diamonds are rare and 
valuable. Diamonds are almost indestructible. Above 
all, the facets of a diamond work together to reflect 
the brilliance of its inherently simple core structure. 
At the core of Ericsson Telecom lies the AXE 
digital switch — one system, comprehensively capable, 
modular, future-proof. The facets of the Ericsson 
Telecom diamond reflect the total competence of this 
uniquely successful core concept. 
Ericsson Telecom offers access to the world's most 
| advanced network hardware and software...the 
| world’s widest spread of national support offices:.. 
| the world's most successful telecoms research and 
development...and the world's best record in 
managing the transfer of technology. 
Any telephone company choosing Ericsson 
Telecom as a partner is making a wise investment in 





an assured future. 


See the substance behind the symbol 
na The unique total telecommunications capability of 
EM Ericsson Telecom cannot be described in a small space. 
d Get the full story of the world's most successful system 
| after its first astonishing decade, and see the future it 
offers from now until the end of the century. 
Write to Dept. FE 6 06 600 for ‘The Most Valuable 
Asset in World Telecommunications; a new brochure 
which brings out the brilliance of the diamond, facet 
by facet. 





Ericsson Telecom, S-126 25 Stockholm, Sweden. 
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JUR "BUSINESS PLUS:.. MUCH MORE THAN THEIR BUSINESS ‘AS USUAL. 


Business Plus. 
A Class of its Own. 


A business trip needn't be hard work all 
the way. Remember that old cliché "getting there 
ts half the fun?” We do! 

That's why we've added an extra Air 
Lanka ‘taste of Paradise’ to everything that ts 
expected of Business Class. 

These are just a few of the touches we've 
added... priority check-in, plus 30kg baggage 
allowance. One from the aisle seating, plus extra 
legroom and deep 34? recline. Luxury cuisine, 
plus French wines and champagne. 

So, if you're travelling business as 
usual, fly Air Lanka Business Plus. You'll 
discover the plus ts our pleasure! 


AIRLANKA 


BUSINESS PLUS 
A Class of its Own 


UL709 FEER DPS DMA 
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There are things in life 

you have to see and experience 
to believe. 

The Hotel Lotte 

in Seoul is one of them. 


Imagine a hotel that’s also a major entertainment, restaurant and 
shopping complex within easy access to the city’s business and financial 
district. That’s the Hotel Lotte in Seoul. 

With 22 classic international restaurants, stylish cocktail lounges, a 
swinging disco, a health club, a duty free shop and a shopping complex 
that includes Seoul's largest and most modern department store, the 
Lotte is an extraordinary experience in a world of ordinary choices. 

It takes a special hotel to successfully blend convenience, efficiency 
and pleasure. At the Hotel Lotte in Seoul, we've created this unique 
composition just for you. 





HOTEL LOTTE 


SEOUL, KOREA 

C.P.O. Box 3500 Seoul, Korea «Phone: (02) 771-10 Overseas Sales Office: 

eTelex: LOTTEHO K23533/4/5, K28313 eCable: HOTELOTTE «New York: Toll Free: 800-22-LOTTE *Tok yo: Phone (03) 281-6636 
eFacsimile: Seoul 752-3758 Facsimile (03) 278-9369 eOsaka: Phone 263-1071/2 

Hotel Lotte is a member of: Facsimile (06) 263-2069 
Ie i 

SBS’ Steigenberger Reservation Service Golden Tulip World-wide Hotels ) Utell International 

qH Pref d Hotel Id-wid For reservation, please contact the nearest KLM 
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You Could 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 
Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 

















Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small Investment... 

Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 
money. 4 


Post this coupon today! 


Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

| Hong Kong 


^" 


Please enter my one year subscription 

(12 issues) for the CHINA TRADE REPORT. 
| | enclose a cheque/money order of 

made out to the Far Eastern Economic 

Review. Or, please charge my credit card 

(tick one): 


| American Express O Diners Club O 
MasterCard O Visa O 
| (Please print in block letters) 
| Card No: 
Exp. Date: 


Signature: 
Name: 


R0911CTR4M 


| Annual subscription rates: HK$2.310 US$300 
Sent airmail anywhere in the world. fi 


Airbus —the world's most advanced family of jetliners. 


The revolutionary Airbus concept, 
already chosen by over 50 of the 
world’s leading airlines. 

The Airbus family, offering reduced 
airline operating costs worldwide. 
The Airbus family, consistently setting 
new standards in passenger comfort 
and marketing opportunities. 
And now the all new Airbus A320. 
Years ahead of the competition and 
firstwith the right answers for 
the 150 seat market. 

Airbus. The most advanced family 





SAPPHIRE GLASS, A CLASSIC FACE, THE LUSTRE 
OF ENAMEL. A DUNHILL WATCH PRECISELY. 
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At Dunhill the studied art of the craftsman has always been seen as an essential of good 
design; whether the material worked is a precious metal or soft leather. Dunhill has become a hallmark 
not just of inherent British values but of quality the world over. 


Tie Dunhill Watch. Behind the sapphire glass there is a classic face. And this has been meticulously 
enamelled and highly polished to give a deep and brilliant lustre. This watch is not only elegant but durable, being 
shock resistant and water resistant to a depth of 30 metres. In short, a Dunhill watch precisely. 


ALFRED DUNHILL’S PHILOSOPHY: " 


IT MUSTBEUSEFUL.ITMUSTWORK DEPENDABLY.IT MUST BE BEAUTIFUL. 
IT MUST LAST.IT MUST BE THE BESTOFITS KIND. 
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e THINK of a country. It faces the 
same problems as several around Asia. 
It relies too heavily on one basic com- 
modity — in this case oil — and the pric 
of that is falling rapidly. | ' 
It has also been badly affected by the 
world decline in tourism, another major 


- foreign-exchange earner, and it is wor- 





ried about stockmarket manipulation, 
particularly by American financial 
multinationals and by Asian and Aus- 
tralian entrepreneurs. 

There are, too, the accompanying 
social problems. It is becoming increas- 
ingly obvious that the government 
favours the “heartland” inhabited by 
voters for the entrenched ruling party, 
as against areas geographically remote 
from the capital, where the people are 
more inclined to vote for leftwing or 


-ethnically oriented opposition groups. 


Ethnic minorities feel they are dis- 

iminated against and there have been 

several serious communal riots in recent 
years. 

The police, meanwhile, have an in- 
creasing reputation for brutality as well 
as for favouring their own ethnic or re- 
ligious group over the minorities they so 
often come into contact with. Stories of 
police *salvaging" suspected separatist 
rebels in one border province now seem 
well-founded. 

Adding to the problems is a massive, 
inefficient government bureaucracy. 
Routine matters take weeks to deal 
with. Traffic in the overcrowded, over- 
priced capital is chaotic. And the trains 
never run on time. 


..€ THE country is, of course, Britain. 


Returning here after 10 years in Asia, I 
cannot escape the feeling that I’ve en- 
tered the Third World, not left it. In- 
deed, a friend who returned at the same 
time is fond of saying when asked why 
` ¿came back — at a vastly reduced sal- 

y: "I've always wanted to do volun- 
tary work in an under-developed coun- 
try." 

But, as in many backwaters of the 
developing world, life here is not with- 
out its charms. As I type this, I look out 
of my study window, over the rose 
bushes and watch the rebuilding of the 
house behind mine. i 

The scaffolding is steel, rather than 
bamboo, but that apart, we could be a 
long way from so-called civilisation. 
Three men are rebuilding the house, ap- 
parently without benefit of any méchan- 
ical tools. They move slowly, never 
straying far from the shade, with fre- 
quent breaks for consultation. Any mo- 
ment now, I think, a sari-clad woman 
will sway up the ladder with a basket of 
bricks on her head . . . 

In contrast, just down the road Peck- 
ham market will be in full swing, with 
the halal butcher's stall rubbing shoul- 
ders with the one selling tamarinds, 
lemon grass and rambutan, in a street 
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lined with open-fronted shops where In- 
dian merchants sell everything from 
dried chillies to ironmongery. 

“It’s just like Sri Lanka,” exclaimed 
my four-year-old son the first time he 
saw it. 

And I can go and stay in a traditional 
hostelry — quaintly known as a “pub” 
— for a weekend, eating (and drinking) 
the local specialities for about US$40 a 
night, family included. 
€e THE way Britain is changing can be 
seen in a moment with a glance at the 
daily headlines. Ignore the big ones 
about South African sanctions or 
money supply. They are too awful a re- 
minder of the pig-headedness and 
stupidity of our rulers. But look at the 
stories which reveal something about 
people's lives. a 

There is, for instance, the one about 
Teesside, in the northeast of England, 
once supplier of ships and bridges to the 
world, now largely a remittance society. 
The only places men from Teesside can 
get jobs are in the Middle East, Europe 
or at best in the prosperous southeast. 

Agencies have sprung up in every 
back street supplying labour for these 
markets. But the jobs are all on short 
contracts and men cannot take their 
wives and families with them. So Tees- 
side faces the same problems as Kerala, 
the Philippines or Pakistan — broken 
marriages and even broken minds. 

Then there is Merythr Tydfil, where 
mysterious goings-on over the selling of 
burial plots in the local cemetery have 
led to e being buried in layers, with 
the coffins below being crushed to make 
way for more on top, until the unlucky 
last ones in are only two or three inches 
below the soil. | 

Eventually, bits of bodies have 
begun to surface. A priest picking up 
soil to scatter on a coffin found himself, 
Hamlet-like, holding a skull. People de- 
manded that their relatives should be 
exhumed to check on their condition — 
only to find in many cases that the 
bodies were simply not there. 

As one woman put it: *They only 
found a quarter of me dad. Where's the 
other three-quarters?" 

Now that is the sort of story this col- 


umn's mentor, Derek Davies, might 


well quote as a sidelight on life in, say, 
Kalimantan. | 

€ ONE sector of the economy that is 
booming, though, is the stockmarket, 
febrilely so, on the eve of what is univer- 
sally known as Big Bang, the financial 
liberalisation which will enable true fi- 
nancial supermarkets to be set up in the 
City. Along with the boom has come all 
the razzmatazz of business American — 
and Asian — style. 

Even that hallowed institution 
Lloyd's of London has been rehoused in 
a sort of little brother of the Hongkong 
and Shanghai Bank building, like some- 
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thing by Frank Lloyd Wright after a 


heavy dinner at a plumbers and 


glazier’s convention. 


At the same time, Asian and Austra- - 


lian names are becoming as common in 


the City pages as are the English ones. | 


No one has pointed out the bizarre his- 


torical irony in the fact that a leader | 
among colonising banks, Standard 


Chartered, woke up one morning to 
find the colonials had got behind the 


door, in the shape of Sir Yue-kong Pao, 


Tan Sri Khoo Teck Puat and the ever- 
more active Australian Robert Holmes 


à Court, all now holding sizeable slices - 


of the bank. 


€ ANOTHER irony is the increasing - 
influence Japan has in Britain. Only a - 
couple of years ago, the Japanese were - 


reviled by the press as they snatched a 


major bridge-building contract away . 
from a Teesside firm: the contract was, - 
the propaganda had it, going to “save” - 


Teesside. 


But now they are being hailed as the 
saviours of the depressed area. l'm- 
going up there myself next week. The | 


prime reason is — naturally — a tourist 


sight, the start of the Tall Ships sailing - 
race across the North Sea. But I must - 
(County. 
Durham, not District of Columbia). In 
that bleak “new town” Nissan is setting — 


look in on Washington 


up a major car plant, with all the 


panoply of early-morning calisthenics - 


and saluting the company flag. 
"They have sushi bars in the 
windswept squares of Washington now, 
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apparently, and the Japanese managers I 


and technicians sing to a kara-oke tape 
with pints of Brown Ale in their hands. 


And the Nissan is advertised in the. 


prosperous Tory heartland with the slo- 
gan: "From those inscrutable chaps in 
the East (the North East). " 
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Ct un installs new. minis 





By Paul EnsorinSeoul o | 
"here were few surprises’ in South 


n terms of personnel or timing, but the 
ove confirmed a sense that the gov- 
ernment of President Chun. Doo Hwan 
-is bracing itself for another lively politi- 
-€al season in the remaining: months of 
the year. 
Talk of a reshuffle had beeni in the air 
since early July, but the cabinet changes 
came only after a major reshuffle in 
un's ruling Democratic Justice Party 
DJP). ‘The DJP changes followed the 
rty's announcement of its draft plan 
or a new constitution, which it must sell 
to. the country over the next few months 
against the fierce opposition of the New 
_ Korea Democratic Party (NKDP). 
- One thing the 10 new ministers seem 
.to have in common is their loyalty to 
. Chun. Six have come directly from the 
DIP, though, as one Western diplomat 
Observed, “as a group they are not any 
more politically adept than their pre- 
decessors." They also appear less col- 
ourful. 
5. The shakeup was partly aimed at re- 
"moving from public view some strong, 
and at times embarrassing, figures such 
as deposed culture and information 
minister Lee Won Hong. Sports minis- 
ter Park Seh Jik — a suave former gen- 
"eral who will remain head of the Seoul 
Olympic Organising Committee — was 
replaced by Lee Sei Kee. 
One of the few surprises in the re- 
shuffle was that the ministers of justice 
“and education, who have been under 





BANGLADESH - 


By S. Kamaluddin in Dhaka 


ith the retirement of President 
H. M. Ershad on 31 August from 
je post of the chief of army staff — a 
osition he held for over eight years — a 
ew chapter in Bangladesm pontes has 





: Within two days of. his: retirement 
rom active military service he joined 


elected him party chairman on 2 Sep- 
mber. He has also been nominated by 
e JP council to be its candidate for the 
thcoming pecie nual. electioni in ROC 


Korea's 26 August cabinet reshuffle: 


rs with strong DJP ties 


Las president. 


the ruling Jatiya Party (JP) which he had | - 
„floated earlier this year. The JP council 


hapinamanta aeann E —— —: 


| eight seats in by-elections on 26 August 


heavy fire for their tough policies on stu- 
dent demonstrators and political prison- 


ers, remained in«their posts — a sign 


that the Blue House will continue its un- 
popular hardline.on political dissent. 
Economic ministries were: largely 
untouched by the 26 August changes be- 
cause they were reshuffled in January, 
though Kum Jin Ho was replaced at the 
Trade and Industry Ministry by Rha 


Woong Bae, a DJP member and former. 


finance minister. Kum had been in the 
post for a long time and his departure 
appeared to be a routine changeover. 


The DJP's draft plan for a new con- . 


stitution envisages a change in the gov- 


ernment's power structure to one of 


greater cabinet responsibility. In prepa- . 


ration for this restructuring, more DJP 
members were brought into the cabinet 
during the latest reshuffle. Tradition- 
ally, many cabinet members have been 
technocrats, with no strong party affilia- 
tions. 

Drawing more party members into 
the cabinet also appeared intended to 
improve communication between the 
DJP and the administration. Chun may 
also have had in mind the government's 
image when he chose only one general- 
turned-politician for inclusion in his 
new cabinet, Cha Kyu: Hun, who was 
appointed tọ the relatively minor posto of 
transport minister... 

The cabinet reshuffle followed. a 
change in top: DJP personnel and.a 
flurry of statements by the party on its 
draft constitutional plan and.some ather 


1e stoops to con quer 


Ershad doffs his uniform, aiming for an elected presidency 


post of the chief martial-law adminis- 
trator (CMLA) and the commander-in- 
chief of the armed forces in his capacity 
Lieut-Gen. M. Atiqur 
Rahman, who was the adjutant-general 


of the army and the principal staff of- 


ficer to the CMLA, has succeeded Er- 
shad as the chief of army staff. 


The presidential election is likely to 
be held in mid-October, though Ershad 


told the REviEW that he was flexible 


about the date and it could be changed 
by a few days to accommodate the Op- 


Posten > participation in the poll. . 


‘Meanwhile, the JP has won. all the 


| (REVIEW; 21 Aug.) 3 


brought Chun to powe 


personalities involved, who are mostly 


: against poll rigging by the ruling party. 


elections, resigned from one each and 


three of the four constituencies she had 
contested, 


. votes by. supporting oppositio 
| dates. | 






tion, the party has alwz 
dependent on Chun, ead 
founder, and party chairman 
Woo. Roh, a former general who - 
played a key role in the 







his position to his close relationship to 
Chun and is widely viewed as Chun's 
most likely- successor when the: presi- 
dent retires in 1988, as he has vowed tó 
do. 





Given the concentration of power a at 
the top and the importance of the re- 
lationship: between Roh and Chun, the 
manner in which the cabinet reshuffle 
was carried out was as interesting as its 
substance. Roh first announced plans 
for a reshuffle weeks ago. and ever since 
party officials have been suggesting that 
the reshuffle was part of Roh's push to. 
put more of his own close associates ^ 
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responsible positions. One DJP' offici: 


was widely quoted in the local press 
labelling the new line-up as a "Roh Tae 
Woo system." 

H owever, evidence that Roh has made 
such a move is scanty given the 


party’stalwarts who seem.to have been 
promoted on the basis of performance 
above all. Indeed, Chun appeared to be 
asserting his authority over party affairs 
when he stalled on reshuffling the 
cabinet earlier — after Roh had publicly 
announced his desire for à change and | 
presented his suggestions to. the presi- 
dent: In drawing up the DJP's draft con- 
stitutional plan and announcing it, there 


——ÓPÓ at PUPPI PR M d 





.has been evidence of similar friction b oe 
-tween the party and the Blue House on 


format and timing, with Chun: Keeping 


the upper hand.. 





i 
| 
In addition to a reshuffle of: top Ds P | 
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amid loud p protests from the leading op: 
position party, the Awami’ League 


The eight seats fell vacant when five JP 
leaders, who won from two constituen- 
cies each in the 7 May parliamentary 


Awami League chief Sheikh Hasina 
Wajed, who had been returned. from 


resigned from two. The 
eighth vacancy was a result of the sud- 
den death of a JP member soon after the 
May election. — — 

Ít was generally bded that the 
Awami League would at. least win one 
of the two seats which Hasina had relin- 
anos from her home constituency in 

opalganj. However. JP leaders as well 
as Ershad argued during the election 
campaign that since the JP had wortthe 
general election and was in power, 
the. votei hould not waste. their 
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posts, the party's central executive com- 
mittee has ;been beefed up with a 
number of.experienced former office 
holders, such.as former party chairman 
Kwon Ik Hyun and former national as- 
sembly floon leader Lee Jong Chan. 
Once again:emphasis seems to be on 
gaining support of experienced politicos 
for the expected wrangles with the 
NKDP over the constitutional issue. 
The announcement of the party's 
draft plan for à new constitution and the 
DJP's heavily publicised exercise in po- 
litical refurbishing has continued to 
focus attention on Roh, whose future 
rests on peacefully resolving the con- 
stitutional issue with the opposition be- 
tween now and 1988. Roh is frequently 
tipped by party and government figures 
as Chun's likely successor. Speculation 
on the succession is receiving increased 
play in the press, in marked contrast to 
12 months ago when the succession 
' sue was still a matter for private dis- 
ission only. 












Roh; Chun: succession speculation. 


-~, Although the by-elections went off 
rather ‘peacefully, the Awami League 
leaders including Hasina kept accusing 
the government before, during and after 
the polls of resorting to violence and 
vote rigging. 

With the winning of two additional 
seats in the by-elections, the JP's 
strength in parliament rose to 210 in a 
house of 330, while that of the league 
was reduced from 78 to 76. The ruling 
party needs the support of only 10 more 
MPs to get an indemnity bill passed to 
legalise all the actions of the martial-law 
regime since March 1982. 


E rshad appeared quite relaxed about 
getting the necessary support for 
the bill though he did not explain which 
non-JP MPs would support the bill. Ap- 
parently, he is hoping to get the support 
of some of the smaller parties both 
within and outside the Awami League- 
led opposition alliance. 

While the other major opposition 
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More than ever, Roh seems to be 
emulating the style of Western politi- 
cians, leading a torchlight parade in his 
own honour at the party’s annual 
“camp out” in the mountains in July, 
and currently touring 16 regional party 
chapters to discuss the party’s platform 
before placard-waving supporters. He 
recently announced hopes for a meeting 
with opposition leader Kim Young 
Sam, who acts as permanent adviser to 
the NKDP. Kim has kept to his position 
that any meeting with Roh would have 
to include Kim Dae Jung, the country’s 
other major opposition leader, who is 
legally barred from participating in poli- 
tics. 


oh is likely to have an especially dif- 

ficult time over the next few months 
in his efforts to resolve the constitu- 
tional issue. The NKDP has said it will 
take its campaign for direct presidential 
elections — as opposed to the present 
electoral-college system — outside the 


party, the Bangladesh Nationalist Party 
(BNP) led by Khaleda Zia, the widow of 
the late president Ziaur Rahman, is un- 
likely to participate in the forthcoming 
presidential election under martial law, 
the Awami League appears flexible on 
the issue. 

Two names are currently being men- 
tioned as prospective candidates to be 
fielded jointly by the opposition: former 
Supreme Court chief justice Kamalud- 
din Hossain, who was retired by the 
military regime in early 1982, and for- 
mer UN ambassador Khwaja Wasiud- 
din. 

Hossain is known to be closer to the 
BNP and his nomination may persuade 
the BNP to lend its support in his 
favour. However, this is still at the very 
early stage of discussions and nothing 
has been firmed up yet. 

Wasiuddin, a former lieutenant-gen- 
eral, was in Pakistan during the 1971 lib- 
eration war. But after his repatriation to 
Bangladesh in 1973, he was appointed 


national assembly if no agreement re- 
sults from the current assembly debate 
by the end of September. 

According to the party's draft con- 
stitutional plan, which was made public 
on 18 August, the president's role after 
1988 would become ceremonial and the 
prime minister — who is effectively a 
minister without portfolio under the 
current system — would become the 
centre of power. Both men would be 
elected by the national assembly. 

The prime minister's powers would 
extend to the military, including the 
right to declare martial law. The prime 
minister would have the right to request 
that the president close the national as- 
sembly, but for the first two years of the 
government the assembly would not be 
able to bring down the government with 
no-confidence measures. The draft plan 
also has a provision that a presidential 
candidate must have been resident in 
South Korea for the five years prior to 
the election. This would bar Kim Dae 
Jung, a former presidential candidate 
who remains popular, from running in 
1988 because he onlv returned to the 
country in 1985 from exile in the US. 

Still unsettled in the draft plan are a 
number of important issues, including 
those concerning electoral districts and 
how national assembly seats would be 
portioned out. 

In doubt is the prospect of an agree- 
ment with the NKDP on the issue. The 
opposition has held firm in its call for 
direct presidential elections, arguing 
that indirect elections inevitably work in 
favour of the current government. 

Although the DJP could probably 
push its proposals through the assembly 
with the help of minor opposition par- 
ties, it might once again find itself con- 
fronted on the streets and campuses by 
the NKDP and its radical student sup- 
porters if it pushes too hard too soon. J 


ambassador to Kuwait in 1974 by the 
late president Sheikh Mujibur Rahman. 
He was appointed to the UN by Ershad 
in 1982. Both the candidates are well- 
known national figures and participa- 
tion in the presidential election by 
either of them as the joint opposition 
candidate will surely give credibility to 
the election. In any case, Ershad is ex- 
pected to win the election. 

Ershad's retirement from the army 
has taken him closer to reaching his ob- 
jective of restoring an elected civilian 
government in the country. However, 
as an elected president, he will perhaps 
try to develop closer harmony between 
the civilian administration and the 
armed forces. This has been made clear 
by him recently while paying farewell 
calls to various army units in the coun- 
try. He told the officers and troops at 
the Army General Headquarters in 
Dhaka that "trained and skilled armed 
forces can help accelerate" the pace of 
development in the country. Oo 
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Philippine history is 
not a piece of cake 


By lan Buruma in Manila 


ilipinos always seem to have time 

for a party. Even as the country is 
close to economic, political and social 
chaos, there is invariably something to 
celebrate or someone to commemorate 
— especially the latter; the Filipino ap- 
petite for celebrating the dead appears 
to be inexhaustible. In August, two par- 
ties stood out for their peculiar sym- 
bolism: the 88th birthday of senator 
Lorenzo Tanada, and the “celebra- 
tion," as Filipinos call it, of Benigno 
‘Ninoy’ Aquino's assassination. 

Tanada, or Tani to friends, has had a 
remarkably consistent career as a 
“nationalist.” Some claim that Tani can- 
not really tell the difference between 
Karl and Groucho Marx, but his kind of 
nationalism has been largely defined by 
such people as the Marxist historian Re- 
nato Constantino: broadly speaking it is 
a post-colonial struggle for national lib- 
eration from, to pick a few egregious 
enemies, the CIA, the IMF, the Penta- 
gon, the multinationals in short 
American imperialism. 

So it should come as no surprise that 
the biggest round of applause at Tani's 
birthday party — organised, by the way, 
by Bayan, the leftist umbrella group — 
was for the representatives of the Cuban 
and Vietnamese embassies. Nor was it 
startling to see nuns wildly cheering 
when a message of congratulation ar- 
rived from the National Democratic 
Front (NDF), an organisation virtually 
indistinguishable from the Communist 
Party of the Philippines. 

Perhaps more surprising, and cer- 
tainly more interesting, was Tani's 
birthday cake. It was a gigantic slab of 
confectionery, the surface of which was 
a representation of the "February Rev- 
olution." It showed Camp Crame and 
Aguinaldo, with sugar helicopters hov- 
ering overhead and plastic soldiers 
standing about, and toy nuns warding 
off toy tanks. There were signposts 
pointing to the US Embassy and Subic 
Bay. The cake was further embellished 
with marzipan hand-grenades. 

But what made the whole thing curi- 
ous was the presentation of "people 
power" itself: all the banners were red. 
There was not one yellow ribbon. 
Judged by these little red banners, peo- 
ple er had consisted of nothing 
but leftist groups and militant trade 
unionists. This is curious, because it is 
false. People power was predominantly 
yellow, religious and moderate. The 
Left missed the bus in February. His- 





- tory was rewritten on Tani’s birthday 





cake in a way that has become common 
in the Philippines: the Left is presented 
as the only legitimate channel for 
nationalist aspirations. 

You might say a cake is just a cake, a 
trivial thing, worth eating but not an ob- 
ject for analysis. This is true of course. 
But symbols take on tremendous impor- 
tance in the Philippines. Possibly due to 
the lack of a common language, 
Filipinos have always sought common 
cause in symbolic ways: signs, gestures, 
religious objects. But now that groups 
of widely different persuasions are try- 
ing to shape the future of the country, 
there is a kind of war of symbols going 
on. The common cause | 
is up for grabs, as it 
were. And the Left, the 
Right, the Yellows and 
the Church are all try- 
ing to grab it. 

It is interesting to 
see, for example, how 
previously little or un- 
known people become 
instant saints. In July, 
a jobless worker called 
Stephen Salcedo was 
beaten to death by 
pro-Marcos thugs. It 
caused a tremendous 
rumpus in the. press. 
According to one let- 
ter-writer to Mr and Ms 
magazine “the innocent 
and hapless Stephen 
Salcedo died a martyr. 
Together with others 
like him, he is one 
of the Yellow Martyrs 
of our exodus to the promised land." 

In August, a politician loyal to Mar- 
cos, called Felizardo do Lota, was mur- 
dered in front of the Manila Hilton. Ac- 
cording to a “loyalist” radio commen- 
tator, “Lota sacrificed his life for the re- 
storation of peace against violence, love 
against hatred and democracy against 
slavery." It seems everybody wants 
their own Ninoy Aquino, their own 
symbol of patriotic sacrifice. 

Ninoy Aquino has become a largely 
symbolic figure, bearing little relation 
to the tough political operator he was 
during most of his career. He is now, in 
the words of an advertisement for the 
Philippine Transport Corp., *the great 
Filipino martyr of our time." (Just as 
Ninoy *with his death gave life and a 
new beginning to the Filipino people," 
Philtranco hopes that its newly opened 
bus route will make “Filipinos . . . com- 
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A nun with a guerilla: common cause up for grabs. 
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mune in the spirit of unity, freedom and 
national progress.") Ninoy’s bravura, 
combined with his newly found religio- 
sity, and above all the manner of his 
death, made him the ideal unifying sym- 
bol. He inspired courage in a people an- 
xiously aware of their reputation for 
spinelessness. 

Ninoy was upper class, but had 
populist appeal. He was an “American 
boy," but also a strong nationalist. He 
knew how to handle guns, gold and 
goons, but was at ease with leftist radi- 
cals. Ninoy the legendary martyr can be 
all things to all men, a unifying force 
against an unpopular regime, and a 
common straw to grab in a rapidly disin- 
tegrating society. It is extraordinary 
how many ancien regime politicians 
now claim to have been dear friends of 
Ninoy. - 

The Ninoy myth is a poten symb« 
to ward off the potential class conflic. . 
which is always under the surface of 









Philippine society. And, finally, with- 
out the ghost of Ninoy, his wife could 
not have been president of the Philip- 
pines today. As the massive people 
power demonstrations die down, 
Ninoy’s legacy lends legitimacy to the 
present regime. 


N° wonder, therefore, that the gov- 
ernment chose to commemorate the 
martyr in a big way. As is usual in this 
country, the week-long commemora- 
tion was a mixture of jokes and morbid- 
ity. There was something gruesome in 
the way the martyrs death was 


re-enacted over and over again, in TV 
film clips, in photographs, on stage. 
(His brother Butz Aquino was supposed 
to have played the martyr's part in a 
play staged the night before the anniver- 
sary day, 21 August.) 

The big day started off, appro- 
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pae, vith- a mass in the Santo 
Domingo Church, where the martyr's 
body had lain in state after the murder. 
Then the crowd gathered at Manila In- 
ternational'’ Airport, where Cory 
Aquino was to unveil a plaque on the spot 
where Ninoy died. Girls in yellow togas 
sang songs.’ Martin Luther King’s 
widow made’ a speech. A military gun 
salute went off just as an intense- 
looking folk singer launched into a 
song. A bus-load of Japanese tourists 
dressed. in "yellow arrived to take 
pictures. And a pre-Marcos cabinet 
minister spoke eloquently about how 
neither wind nor rain could wipe 
out the blood of the martyr. It 
seemed on the whole a jolly occa- 
sion. 

It was in the afternoon, at a big rally 
at Luneta park that symbols got con- 
fused. Aquino, her family and several 
cabinet ministers sat on stage, the 
women gayly dressed in yellow. It was 
not a yellow occasion at all, however. 

he crowd was the one on Tanri's birth- 
~aay cake — a mass of waving red ban- 





inoy Aquino: legendary martyr. 





student 
groups, labour unions and leftist organi- 


ners, representing militant 
sations. People shouted “Long live 
the red flag!” and “Long live the 
Filipino revolution, out with the for- 
eigners!” 

Leftwing leaders from Bayan and the 
Kilusang Mayo Uno labour federation 
took the microphone and yelled about 
the suppression of the working class. 
Tanada, who joined the yellow ladies, 
beamed. The yellow ladies looked on 
with the amused tolerance of parents at 
a rowdy high school dance. 

Although the communist-led move- 
ment-has always been willing to exploit 
the parliament of the streets, it has been 
ambivalent about the Ninoy myth. Left- 
ists saw the whole thing as a distraction 
from the more serious business of class 
struggle and fundamental political 
transformation of society. And the fact 
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that Ninoy, the enun fudged class 
"contradictions" was not in the interest 
of the Left. 

The leftists could not afford to de- 
bunk the myth too openly, for that 
would have lost them much support, but 
they could downplay it, even try to ig- 
nore it. This appears to have changed 
since February. The communist party 
has gone through a process of self-criti- 
cism over having misjudged the elec- 
tion. Now, in the words of one promi- 
nent leftist, *we would rather err on the 
Right than on the Left." This has meant 
adopting Ninoy to an extent which was 
hard to imagine before. 


he latest issue of the NDF news- 

paper Liberation has Ninoy on the 
cover. The lead editorial is entitled, 
“Defending Ninoy Aquino’s legacy.” 
The newspaper states that “his sac- 
rifice" brought “together the collective 
struggles of the entire Filipino people 
who are still fighting to be free," and 
that the NDF wants peace "consistent 
with the dream of Ninoy Aquino and 
our other martyrs." And so “on the 
third anniversary of Ninoy's martyr- 
dom, the NDF calls on the people and 
the patriots in the Aquino government 
to resolutely expose and combat the 
forces bent on subverting the recent vic- 
tory of: the Filipino people." These 
forces are, not surprisingly, “US im- 
perialism" and “the fascist forces of the 
AFP [Armed Forces of the Philippines] 
and the Ministry of Defence.” 

The implication is clear. To be a 
Filipino patriot you must be anti-Ame- 
rican, not to mention anti-Defence 
Minister Juan Ponce Enrile and his sup- 
porters. But Ninoy was not anti-Ameri- 
can. According to Liberation, though, 
he was: “Ninoy never trusted the Unit- 
ed States . . . Perhaps Ninoy had ac- 
quired the anti-Americanism of his 
grandfather, General Servillano 
Aquino . . . one of the most prominent 
heroes of the [bourgeois] Revolution of 
1896; first against the crumbling colo- 
nial power, Spain, then against the 
emerging imperialist power, the United 
States.” 

Itis a dubious leap of historical faith. 
But it is just one more disingenuous ar- 
gument that history has put the cause of 
Filipino patriotism solely in the hands of 
the Left. These deliberate liberties with 
history, whether on birthday cakes, uni- 
versity lectures or newspapers, do not 
seem to bother most Filipinos. On the 
contrary, the leftist view of history is be- 
ginning to seep into the mainstream 
thinking of the urban intelligentsia, who 
see themselves as the conscience of the 
country. Given the irresponsible be- 
haviour of the traditional elite and 
American presidents, this is not surpris- 
ing. It is dangerous, though, since the 
apparently unstoppable drift to the Left 
could easily lead to a violent reaction by 
patriots of quite a different political 
stripe. oO 
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One hotel, 
two systems 


By Freddie Balfour in Canton 


queo much of China, hotel ac- 
commodation can be something of a 
nightmare. Begrudging porters, surly 
restaurant service, and unexplained 
room cancellations are common. 
Travellers quickly learn the word meiyou 
and its myriad meanings: No way. Not 
available. Impossible. I can’t be bother- 
ed. Hopes of obtaining luxury service 
are best left behind in Hongkong. 

But in Canton several hotels have 
been successfully changing the coun- 


try's reputation as being one of the least - cim 


hospitable places to visit. Three interna- 
tional-class hotels, the White Swan 
Hotel, the China Hotel and the Garden 
Hotel have been built since 1982, and 
older hotels, including the Dong Fang 
and Liu Hua hotels, have had facelifts. 
A. visitor will find everything from 
aerobic studios to beauty salons that 
offer the latest punk hair styles. Staffing 
these hotels with local people, most of 
whom have never seen the inside of a 
hotel room, let alone uncorked a cham- 
pagne bottle or flambéed a dessert, is no 
small achievement, and a new class of 
workers, proud of their skills and what 
they consider Western sophistication, is 
emerging. 

The rapidly growing hotel industry is 
a magnet for young people, many of 
whom see it as a shortcut to the West. 
To others there is the lure of a profes- 
sion where hard work and ambition 
reap generous rewards. After one year 
of hotel work, a 19-year-old waitress 
can earn as much as Rmb 250 (US$69) a 
month, about twice the average indus- 
trial wage in Canton. Chances of pro- 
motion are excellent, and for the most 
promising workers, there is the possi- 
bility of further training abroad. 

But for the young person, adjusting 
to this new status can be difficult. Some 
complain of losing touch with their 
friends who have jobs in other indus- 
tries. Others say they are dissatisfied 
with a home life in which they must 
share cramped apartments with their 
parents. Once exposed to the affluence 
and efficiency inside the hotels they be- 
come impatient with life outside the — 


hotel. Having accomplished the task of | - 


turning those hired into polished and 
poised workers, hotel managers will 
soon face the larger challenge of main- 
taining a contented and motivated staff. 

Before opening in 1983, the China 
Hotel, a 1,200-room joint venture man- 
aged by Hongkong-based New World 
International, ran a newspaper adver- 
tisement for staff that drew more than 
7,000 replies for 2,000 positions. “We 













: "Today the 
000 people, a | 
ge of 20 job applica o 
“recruits, the training programme | as- | 
umes they are connie) green. Initia- p 
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ion begins with a^ 
iygiene and personal - grooming that | 
overs everything from foot scrubbing | 
how to apply deodorant. Employees | 
e taught not to spit, slouch or pick 
eir noses. in front of the customers. | 
‘hey also are inculcated with the hotel | 
ules and the principles of customer 
wareness and courtesy. T 
- The most difficult part of training 
ew employees is providing them with | 
in adequate level of English. Language | c 
E 
| 
| 
| 























rogrammes are job specific and are | 
aught in conjunction with on-the-job | 
ills training. Workers destined for the 
air salon will learn phrases like “Please | 
emove your necklace," whereas Eng- 
ish for bartenders includes slang for | 
ous drinks and stages of inebriation. | 
"When the Garden Hotel, which is | 
managed by the Hongkong-based 
ninsula Group, officially opened last | 
‘ear, an unexpected language problem | 
arose, according to the hotel's language | 
rogramme director, Connie Leuen- | 
berger. With increased liberalisation | 
and rising disposable incomes, Canton | 
residents can now eat in hotel restau- | 
tants (where they are allowed to pay in | 


test of resolve 


singapore. S$29.90 (US$13. 90). 


he. People’ s Action Party. (PAP) of | 
Singapore can claim a rather unique | 
ce in history for having survived a | 
ited front with a communist. partv. | 
e Kuan Yew's PAP rode the. com- | 
inist tiger, exploiting its anti-im- 
dist growl to gain independence 
m the British. For its part, the Corn- 
iunist Party of Malaya (CPM) used 
e's party, led by a small coterie of in- 
xperienced English-educated men, asa 
n horse to enter the colonial citadel | 
Singapore on its way to capturing the | 
le of the Malay peninsula. | 
Dennis Bloodworth, who was the 
r East correspondent of The Observer | 
London for 25 years until 1979, has 
ten an account of how the com- 
unists never quite broke out of their | 
ooden horse while their captors, the 
.P, thus avoided the tiger's belly. But - 
vas touch and go throughout the con- 
t for Cade a ids The 


| Bureau to train 000 Peete e 
| soon-to-be-opened White Swan Hotel 
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nd the ite was Ori in ly co 
verted from a middie school : 


"he students, aged 15. or 16, are. ch 
sen from more than 1,200 applica 


on the ‘basis ofi a written ekam natio , 


































meet certain Wiese 


men, and 1.55 m for women. The three- 
year programme includes courses in 
English, French, Japanese, geography, 
political science, Chinese and the | 
psychology of tourism. | 

Practical training is limited by a lack 


| of resources and the school's principal, 


Liu Sifu, says he needs training mate- 
rials. The school's model bedroom is 
threadbare and dimly lit (the school's 
own generator is often the only source 
of electricity). With a linoleum floor 
that has curled from the Canton heat, a 
30-year-old telephone, and a bedside 


Tiger and the Trojan Horse by Dennis Bloodworth. Times Books jiteratenat 


author: was sin a special i! position to watch 


the drama. played out. One of Lee’s | 


closest confidants, S. Rajaratnam, was 
the local stringer for The Observer fora 
large part of the 1950s, helping Blood- 
worth gain the inside track. s 

Bloodworth got to know all the 
dramatis personae, stage left and right, 
and kept in contact with many of them 
thereafter. As the notes at the back of 
the book testify, he had access to some 
of the best oral and written sources, in- 
cluding Lee and his wife, which can only | 
come Eon years of working as a Jos 
nalist in the region. - 

All the quotes, the detail, ihe eye- 
witness accounts are put to vivid and tell- 
ing effect. The book reads more like a 
thriller than a worthy historical tract, 
and should help enlighten those many 
_ Singaporeans who have, at times, com- 
plained to this reviewer about how i ig- 
norant d feel of their young e 
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yorker, says Zhou Peizhen; m 
anager of training at the’ White: Swan 
stel, His staff are closely in touch with 
parents to help balance the con- 
ts between life at home and at work: 
Winner Ho, fomer supervisor of the 
te Swan’s Grill Room: Restaurant, 

ere one can sip a bottle of Chateau 
fitte Rothschild 1976 or. Rmb. 700 
eign exchange certificates required) 
d.savour a salmon laced. with ver- 
Youth and sorrel sauce for Rmb 38, 

dealing with the contrasts seems easy. 
hina is a newly developing country: 





































) | We do not expect to have such luxuries 
ese nts, in- |. 
cluding a minimum height of 1.66 m for | 


for many years to come.” says Ho. 

. But for some the wait seems too 
long. Behind the workers’ humble ser- 
| vility and unfailing courtesy, are feel- 


ings of resentment and jealousy. Their 


frustration is expressed in small ways 


| says Leuenberger. Damage to employs ; 


and shower nozzles are continually sto- 
len. The hotel now issues each emplov- 

| ee one roll of toilet paper per ‘icon to 
discourage theft and littering. E 
But more serious theft results in im- 
mediate sacking, as do other offences’ 
including. soliciting tips. Officially, tip- 
ping is discouraged in all the hotels, and 


| 
| 
i 
d 
| 
| ee facilities is a big problem, she says, 
| 
| 
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state's origins. It is à tightly argue’ 
| work, but it has tantalisingly little to say 
| about the CPM cadres’ links with-com- 
| rades across the Causeway or the politi- 
| cal ties between: the BAP and Malaysian 

politicians, : 3 j 
i . Bloodworth 





| take over Singapore. Fir 
| awesome people power, they were out: 
manocuvred by “the more nimble- 
minded novices in the PAP. One of the 
turning points was in August 1957, 
when Comrade Tan Chong Kin and his 
| team of pro-communist delegates were 
caught wrong-footed at the PAP confer- 
ence. Lee's moderates won only six 
seats on the executive. They promptly 
refused to take office to the horror of 
the communists stripped of their fig 
leaf. No sooner had Tan and friends 
| taken up the vacant seats, than they 
were put behind bars by Lim Yew 
Hock, the chief minister at the time. A 
special party conference was called two 
months tater at which Lee swept the 
| board. gia 

| Secondly, the CPM was never able to 
| shake off its: image as an overridingly 
| ethnic Chinese party. According to 
| Bloodworth, this was an important fac- 
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| er 
iken cbe cn the em- 
. ployees in éach department. 
According} to: Leuenberger, 
employees pay little heed to 
the policy, and tips are read- 
ily accepted, and rarely 
shared. |... 
hat Burger calls the 
"one hotel, two systems" 

principle, which operates in 
joint-venture hotels with 
foreign employees, adds to 
employee frustration. Hotel 
workers are obliged to serve 
Hongkong staff of which 
there are about 120 at the 
China Hotel, and 180 at the 
Garden Hotel. Hongkong 
staff eat in the hotel restau- 
rants, enjoy better housing 
and receive roughly 10 times 
more in wages than the Chin- 
^se staff. “Sooner or later something’s 

ping to have to give," says China Hotel 
public relations director Lisa Sheung 
who is from Hongkong. Serving Chin- 
ese adds to the strain, for while it is con- 
sidered acceptable to serve foreigners, 
Chinese find it very demeaning to kow- 
tow to their own kind. 

^ The: close contact with foreigners 
that hotel work brings has some hidden 
effects. Along with the exposure to af- 
fluence that a young employee gets on 






























tor behind Devan Nair's conversion to 
the capitalist PAP. But the most impor- 
tant reason for Lee's victory was proba- 
bly his utter ruthlessness — not the sort 
that kills and maims, but more effective, 
because more surgical. “In the past,” 
says the author, “the Left had cold- 
bloodedly exploited the technicalities of 
the law in order to defeat it; in the fu- 
ture, Lee would cold-bloodedly exploit 
8 technicalities in order to confound 
«iem. Moreover, should the law and the 
constitution prove too tight for comfort, 
he would not expose himself by stepping 
outside them, but stretch them to fit." 


W ith a novelist's eye for characteri- 
sation, Bloodworth describes Lee 
as more than merely a tough-minded 
pragmatist. The leader of the PAP knew 
his enemy as he knew himself, *and for 
good reason: they were of the same 
coin." Stamped on one side were the 
communists, who were not crooks or 
opportunists, says Lee, but “men of 
great resolve." On the other side is the 
future prime minister of Singapore, 
whom Bloodworth describes in 1957 as 
"a man obstinately set in his ideas who 
will nevertheless zigzag when necessary 
to reach an announced objective 
straight ahead." 

-By 1964-65, the communist united 
front was on the run, continuously har- 
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White Swan Hotel employee: adjusting to mS ái 





the job, he is also confronted with such 
problems as infidelity, alcoholism and 
depression that Western guests bring 
with them. At the White Swan hotel, 22- 
year-old Lily Huang sits at her assistant 
manager's desk where she handles cus- 
tomer complaints. “They usually come 
to us on any pretext, like a leaky 
shower. But after a minute they launch 
into their personal problems. We're the 
only friend they have in a foreign place 
and they open right up.” 


ried by a government using emergency 
ordinances and the Internal Security 
Act to keep them in retreat. When the 
PAP was no longer open to them, the 
Barisan Socialis became their recepta- 
cle, a party run by Lee Siew Choh, 
whose amateurishness proved deadly 
for what was left of the 
united front. 

In the process, some 
would argue that Singa- 
pore itself has become 
the trojan horse, inside 
which the atmosphere 
has become close and 
stifling. The threat of 
a communist takeover 
would seem to be a dis- 
tant memory, but the 
same controls are in 
place and at the disposal 
of the same man — Lee. 

Bloodworth suggests 
there are two separate 
matters involved in the 
choice between, on the one hand, be- 
traying democracy by allowing freedom 
to those bent on destroying freedom, 
and, on the other hand, circumscribing 
democracy by denying human rights. 
The first issue is to decide whether the 
draconian powers, held in reserve, are 
necessary if communism should ever 
show its face, and on this the author 
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Lee: riding the tiger. 
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* recalls o ie" yo ‘a 
young "ballet pi from - 
New York came to the desk 
dripping with champagne 
that her husband (she was his 
fourth wife) had poured over © 
|| herin a rage. “I felt so sorry — 
.. | forher,” she said. 

The more worldly they 
become, the further the dis- 
tance these young people put — 
between themselves and . 
c their contempories outside © 

of the hotel trade. “No boy S : 
wants a career woman fora AR 
wife," said a 25-year-old | B 
{| management trainee. “Pm | 
Lagi | not going to worry about that 
now. I’m just going to Seen) ia 
| howfarlcangetfirst. = — | 
i How long employees re- | 
main content with recent 
parities remains to be seen. - 
Already hotels are losing | 
their most qualified staff to better pay- 
ing companies who eagerly snatch up - 
the well-groomed hotel workers accus- - 
tomed to the ways of a luxury hotel. | 
Others, like a hostess at the White | 
Swan, have found that the glamour of - 
hotel work wears off, and she now. 
would gladly settle for a job in a local — 
Chinese company. “I’m sick of stand B. 
ing," she said, “I’ve already been stand- - 
ing for two years. Just find me a Job. 
where I can sit." 
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sympathises with Lee. "Riding a tiger | 
might have been hair- raising, but if one 
had to get close to the beast in the 50s, 
the safest place to be was probably on its 
back. Those days were over, butit E 
still prove a fatal mistake to stand look- | 
ing at the long grass and conclude it was 
no longer there," he | 
says. ti 
But he gives consider- |. 
ably less support to the A 

_ harsh and inhuman treat- — 
ment meted out to those - 
who could arguably be — 
described as no more | 
than political enemies, - i 
and to a Singapore | 
"where the principal | 
freedom left was the | 
freedom to conform.” 3 
The trouble is that many . | 
of the Western cham- | 
pions of people like Lim - 
Hock Siew and Said | 
Zahari, who were de- | 
tained for more than 16 years, have | 
done them a disservice by mouthing | 
platitudes about oriental despotism. | 
Bloodworth’s book is one of the first on. | 
Lee Kuan Yew by a Western observer | 
that is neither hatchet-job nor hagio- . 
graphy. It is about time Lee's many | 
faults and achievements were weighed 
together. — Nigel Holloway | 
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: E Indonesian revolution of 1945-50 
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| counts of the revolution give much 
| weight to those events occurring outside 
| of eastern and Central Java, where the 
| leaders of the nationalist movement 
| spent most of those five years. Of parti- 
| cular importance are the complex 
| events which occurred in the rural 
| areas, where the forces of revolution — 
| nationalist, communist and Islamic — 
| competed and sometimes cooperated in 
| the fight against the Dutch. 

| Kahin’s book, which is a series of 
| arcis by scholars of Indonesian history 
| from the US, Britain and Australia, 
| looks at the history of this turbulent era 
| — crucial to the nature of the nation 
| today — from a regional perspective. 
E The authors themselves come from a 
| variety of backgrounds, one being the 
| US consul in Surabaya (whose works 
| have been translated into Indonesian 
| and published in Jakarta), while 
| another is an editor of a journal on com- 


| Sumatra at Cornell University. 
| . The articles are compiled from first- 
| hand reports — which are frequently 
| quoted — and are elaborately foot- 
| noted. The notes also provide bio- 
| graphical sketches of many of the minor 
individuals involved, which help consid- 
| erably in understanding the revolution 
| in the context of the lives of individual 
| leaders. 
| The book shows how the form of the 
| revolution varied from region to region, 
. depending on what kind of control the 
= Dutch and republican administrations 
| were able to exert in the area, and how 
| the colonial experience had affected the 
| inhabitants before the Japanese occupa- 
| tion. 
| One of the main patterns mentioned 
| repeatedly is that wherever the Dutch 
| had ruled indirectly — using indigenous 
| elites for jobs such as tax collecting at 
| the district level — the rebellion in the 


" 


. cal nature, frequently being 
| spearheaded by communist or semi- 
| anarchist elements. In places such as the 
| Minangkabau area of western Sumatra 
| the rebellion took on a more unified, 
| nationalist aspect. 

| There is also a useful account of how 
| communist and Islamic revolutionary 
| groups were integral to the anti-colonial 
| movement in many areas of the country. 
| Although, with the exception of remote 
| Aceh, much of the old order was sub- 
| sequently restored. It was the 
| nationalistic Pancasila doctrine of 
_ former president Sukarno and his vice- 
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| was a nationwide struggle, involving 
| different forces and different events - 
| across a huge country. Yet very few ac- 


| munism. Kahin is a specialist on West |! 


| countryside took on a particularly radi- . 
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sian Republic was later to be based. 
These conflicting conceptions of what 
the revolution was to mean — social or 
religious reordering of the society, or 
merely political independence — were 
important .in the tensions that created 
the civil wars in the following decades. 
This point, however, as with the im- 
pact of direct or indirect colonial rule, is 
only glanced at. The study’does not at- 
tempt to tie together all the information 
assembled, or even to challenge directly 
many of the tenets of Indonesian history 


that it has surreptitiously contradicted. 


The study becomes, like the revolution 
it documents, a fragmented work, with- 
out a central, overriding idea. The 
reader is given an idea about the In- 
donesian revolution ineach of eight dis- 
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tricts, but little in the way of an overall 
conclusion. | 

While the title implies a study of the 
different regional forces involved, the 
book does not look into how the region- 
al forces interacted with one another, 
and generally avoids the important issue 
of inter-island relations. Only in the last 
chapter is it even mentioned that Dutch 
suggestions for a federal state structure 


had considerable support in the outer is- 


lands because of the fear of *Javanese 
imperialism" replacing the defeated 
Dutch. 


peste its shortcomings, the book is 
informative in its coverage not only 
of geographically disparate groups, but 
the politically disparate ones as well. 
Most histories of Indonesia, and the 
revolution in particular, give an over- 
simplified if not genuinely fictionalised 
portrayal of both Islamic and com- 
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fact as old as the republic itself, and, in- 
deed, even precedesit. |. 

Another relevant poitil fade in the 
book is the recurrent connection be- 
tween revolutionary Islam and 
egalitarianism. Islam preaches that all 


men are equal before Allah, an idea 


completely anathema to the stratified 
society of the Dutch colonial era. This 
is an important connection. for out- 
siders viewing modern Indonesian poli- 
tical developments from outside the 
faith. 

The book also describes, contrary to 
Jakarta’s official version, the role of the 
Indonesian communists in the revolu- 
tion. Divided into the disciplined PKL. 
(Indonesian Communist Party) and 
more chaotic revolutionary group fo. . 
lowing the populist leader Tan Malaka, 
they played an important part in the 
events on both Java and Sumatra. While 
the PKI cadres usually worked well with 
the republican central authorities — 
serving as an integral part of the ap- 
paratus of government in well-or- 
ganised provinces such as West Sumatra 
— the pro-Tan Malaka faction fre- 
quently fought directly against the 
nationalist order, advocating complete 
social revolution immediately follow- 
ing the independence declaration in 
1945. 

The difference between the two is 
important in the study of the Indonesian 
communist movement, because the 
Jakarta government often claims that 
from the start of the revolution, com- 
munist elements were plotting against 
the central authorities. In fact, as the 
chapters on Banten and the Tiga. 
Daerah point out, the extreme-Left ek 
ments fighting against the central ai . 


thority were also opposing the 
mainstream of the PK] itself. 
In communist, Islamic, and 


nationalist movements, the book ex- 
plains, pemuda youth groups were par- 
ticularly important in the practical ac- 
tions against the Dutch or Republican 
authorities. It was the pemuda who 
raided the shops of perceived Dutch 
sympathisers; who arrested former offi- 
cials of the colonial administration, and 
who did much of the guerilla fighting 
against the Dutch and Allied forces. It 
was the pemuda who made the declara- 
tion of independence into a revolu- 
tion. 

Some groups — in particular the 
Christian Ambonese and the Chinese — 
opposed independence, and this is also 
relevant in understanding the ire they 
incurred from the rest of the population 
in the years that followed. 
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Big bangs bring myriad new opportunities 


The expanding universe 


By Anthony Rowley in Hongkong 


he global march of financial institutions in search of 

| new opportunities created by international financial 

liberalisation resembles in some ways the advance of 

US manufacturing multinationals across the world in the 

1970s. But this time, it is as much a case of /e defi Japonais as 

le defi Americain — the American Challenge, as the US mul- 

tinational advance was termed by French author Jean Jac- 

ques Servain-Schreiber. Japanese institutions are out to con- 
quer the world alongside their American counterparts. 

Within the next 10 years, Tokyo will join New York as one 
of the world's financial capitals, along with the City of Lon- 
don. These three cities will form the centre of the investment 
universe with others, such as Hongkong and Singapore in 
Asia, Frankfurt and Luxembourg in Europe and Sydney in 
Australasia, acting as their attendant moons. The implica- 
tions are enormous, not only for the global flow of invest- 
ment funds but also for the shape these flows take. 

London is due to experience its much-heralded so-called 
Big Bang on 27 October, some 10 years after the big bang 
ending fixed commissions on securities dealing resounded 
along Wall Street. Compared to all the fuss being made about 
London, what has been happening in Tokyo is a quiet revolu- 
tion — but in the long term, it is equally significant. Things 
will never be the same again after all these eruptions, and it 
would be a brave man who would predict with certainty the 
final outcome of the financial revolution or the ultimate 
shape of global financial institutions. 

America's Glass-Steagall Act and Japan's famous Article 
65 — prohibiting institutions from engaging in underwriting 
of stock at the same time as in lending — are already hon- 
oured more in the breach than the observance and seem 
likely to disappear in time. That is one distinction which the 
City of London never drew, but its decision to abolish the dis- 
tinction between stockbrokers and stockjobbers — between 
principal and agent — is equally far-reaching. 

If these changes throw up potential dangers through the 
abandoning of a time-honoured separation of functions, they 
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also throw up tremendous new speculative opportunities for 
professionals and private investors alike. 

It is easier to predict that all this will change the shape of 
merchant banking, investment banking and even commercial 
banking everywhere than to say precisely what form these 
changes will take. At present, Asian merchant/investment 
banks fall roughly into two categories: those like British mer- 
chant banks, which underwrite and deal in securities while 
also taking deposits and extending loans, and those like US 
investment banks which are prohibited by Glass-Steagall 
from doing banking business. 

The British model has been broadly adopted in Malaysia 
and Singapore, Thailand, and also by South Korean banks. 
The Philippines, Indonesia and South Korea's securities 
companies adopt the US model. 

There may well be fundamental changes in these coun- 
tries’ merchant/investment-banking structures in future, 
matching those likely in the US and in Japan. The advent of 
so-called universal banking may well become much more 
generalised in Asia, too. Commercial banks traditionally 
have dealt in short-term funds, while long-term banking and 
securities business was done by specialist institutions. Com- 
mercial banks in such places as Singapore and Malaysia, the 
Philippines and Indonesia are moving increasingly into the 
long end of the market and even into the underwriting of 
stocks and bonds. So the day of the universal bank may be at 
hand. 

Such institutional changes are one major factor accelerat- 
ing the removal of barriers separating world financial mar- 
kets. Another is what Japan's Nomura Research Institute 
(NRI) terms the “creation of financial techniques that trans- 
cend international boundaries and the development of finan- 
cial operations cutting across all markets." In a recent report, 
NRI argued that the development of a swap-transaction mar- 
ketis a good example of such financial innovation. Currency- 
swap transactions originated initially as hedging measures 
against exchange-rate risks, but “the technique has now de- 


Well-navigated 


The Chinese invented the compass some 
3,000 years before the West discovered 
radar. Yet navigation through Asia's 
commercial waters is still a tricky business 
today. It requires patience, skill and 
knowledge of local business routes 

and customs. 


So if you're planning to explore the East, it 
pays to use a bank that has been there for 
more than a century, developing Asian 
trade and finance. HongkongBank. 


The success of HongkongBank in Asia has 
provided momentum for its expansion into 


one of the world's largest international 
banking groups, with more than 1,200 
offices in 55 countries. 


Thus, we can respond to your banking 
needs, not only in Asia, but anywhere in 
the world. 


HongkongBank gives you access to a 
complete range of financial services, 
to help you chart a continuous course 
to success. 


Talk to us today at your nearest office of 
the HongkongBank group. 





HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 


Fast decisions. Worldwide. 
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veloped into a low-cost method of financing by arbiters be- 
tween major markets." 

At the same time, instruments such as foreign-cur- 
rency-denominated bonds on the New York market and 
the Tokyo market (Shogun bonds) or dual-currency bonds 
have all made the traditional boundaries between markets 
rather vague and indistinct. "The existence of a global 
network of financial institutions, created as a result of 
inter-penetration and overlapping as well as competitive 
cooperation, is speeding up the integration of the world's 
financial markets," said NRI. 

Gone are the days when the 
Eurocurrency market centred 
on London delineated the 
global financial market and 
when Euro-syndications were 
the markets chief modus 
perandi. The nature of the 
zuromarket began to change as 
medium- and long-term loans 
began to lose popularity and 
were replaced by a demand for 
underwriting capacity which 
could tap simultaneously capi- 
tal markets all over the world. 
This led to the emergence of 
what NRI terms the “global 
deal coordinator” — be it 
groups of US investment banks, 
British merchant banks, US 
securities houses or whatever. 
Global dealing is indicative of 
one direction future progress 
will take. 

The worldwide trend away 
from straight bank borrowing 
— by private corporations as 
well as sovereign entities — and 
towards the securitisation of 
debt through the bond markets 
and all kinds of fixed- and float- 
ing-rate note issues, has also 





London 
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| changing markets. 


HOW THE BOND MARKETS WILL 
LOOK BY 1995, BY CURRENCY ... 


... AND WHERE THE ISSUES WILL 
BE MADE 


Source: Nomura Research Institute. 
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shifted much of the action from the hands of commercial 
banks and into the hands of investment banks and securities 
houses. This seems certain to accelerate pressure by com- 
mercial banks to absorb such institutions — or form their 
own merchant-banking/securities type operation — in order 
to win back lost business. 

It will also accelerate the race between financial institu- 
tions in different countries to devise ever-more ingenious 
forms of paper security, capable on one hand of luring issuers 
into the deal and on the other of providing investors with op- 
portunities they feel they can- 
not afford to miss. Some of the 
more exotic instruments of this 
kind to appear so far have come 
from Tokyo, not a centre 
known in the past for its finan- 
cial innovation but one which is 
definitely pushing hard against 
the boundaries of international 
financial technology nowadays. 

Just how far. developments 
of this kind will involve the per- 
sonal investor depends upon 
how much further the trend to- 
wards securitisation progresses. 
Just as the advent of domestic 
money-market funds — initially 
in the US and then in Europe 
and Asia (even Hongkong now- 
adays) — led to the repackaging 
of wholesale money-market in- 
struments such as bank certifi- 
cates of deposit and corporate 
commercial paper, into a form 
which the relatively small in- 
vestor could afford, so in time 
Euro-instruments, interna- 
tional bonds,  floating-rate 
notes, swaps and so on seem 
likely to end up being repack- 
aged for the personal investor 


by financial intermediaries. 
REVIEW DIAGRAM by Andy Tang 
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Then the financial revolution 
will truly have arrived. 

Before it does, investors 
(like financial-market  reg- 
ulators) might profitably 
pause to consider the full im- 
plications of this revolution. 
Increasingly, their invest- 
ments will be handled not by 
specialists occupying a parti- 
cular niche in the market — be 
they brokers, fund managers 
Or advisers, or merchant 
banks. 

They will be omnibus in- 
stitutions carrying out many if 
not all of these functions 
under one roof, with only the 
tenuous separation of what 
are often termed "Chinese 
walls" — in other words, im- 
aginary barriers which pre- 
vent the left hand of an institu- . 
tion from knowing what the | 
right hand is doing. 

It is, for instance, quite 
possible to envisage a so-call- 
ed universal bank lending to some particular corporate cus- 
tomer, bringing that corporation's stocks or bonds to market 
as underwriter, packaging them into one of its investment 
funds (taking a broking commission in the process), and sell- 
ing them down to its private clients (for a further commis- 
sion). 
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City of London: merits of 


he Chinese walls will need to be more than paper-thick 

to ensure that all these transactions are carried out at 

arm's length and that the “superbank” does not use its 
universal role to offload the debt of a corporate client into the 
market at large and use its in-house funds to offload stock 
which might not sell too readily in the open market. 

Glass-Steagall came about largely because of the joint 
lending and underwriting exposure which many US invest- 
ment banks had at the time the Great Crash in 1929. When 

a the crash came, they 
were doubly squeezed by 
the collapse in the value 
of their loans and in the 
value of the securities 
they held of the same 
debtor. The double im- 
pomon effect proved to 

e disastrous and legis- 
lators at that time vowed 
it would never happen 
again. 

The instigators of that 
act might be horrified if 
they saw the abandon with 
which | financial institu- 
tions are entering into 
all sorts of multiple expe- 
sures nowadays. There is 
nothing wrong with repac- 
kaging wholesale debts — 
domestic or international 
— and selling them down 
at the retail level. That is 
what secondary markets 
are all about, or should be 
— about. The dangers come 
from giving powers to 
single institutions to in- 





Thatcher: restrictive-practices charges. 
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itiate both lending and securities transactions and to carry the 
repackaging process through all stages down to the final re- 
tail customer. 

This brings us back to the separatist traditions of institu- 
tions in the City of London, traditions which nowadays are 
regarded as being as outdated and quaint as the City motto 
Dictum meum Pactum — My Word is my Bond. Yet for all 
the charges of restrictive practices levelled against the City by 
the government of Margaret Thatcher, the time-honoured 
separation of functions between brokers and jobbers, for in- 
stance (which is about to be shattered by the Big Bang), does 
have its merits. 

Even Japan’s NRI acknowledges that, and Tokyo is not a 
city where brokers’ ethics in dealing with their clients have 
always been of the highest. Of the London system, NRI com- 
mented: “The merit of the single-capacity system is that as 
the broker does not deal on his own account, in his contact 
with the investor there is no possibility of his recommending 
shares he himself is selling. In other words, an obvious con- 


flict of interest is avoided.” That little phrase “conflict of in- - 


terest” is rarely heard nowadays in the competitive clamour 
among institutions and markets to achieve size and financial 
firepower. 
lobalisation of financial markets and financial in- 
stitutions is a remarkable phenomenon of the 1980s, born 
of the healthy liberalising instincts of both financiers and 
bureaucrats in the US, Europe (mainly Britain) and Japan. 
But | financiers, as 
much as market regu- 


lators, have more than 
just a moral obligation 
to see that universal 
banking in the full 
sense of that phrase 
is not abused. If it 
were to be, the dam- 
age to financial mar- 
kets. the 
and the protectionism 
which would . follow 
could be even greater 
than that which resulted 
from the Great Depres- 
sion more than 50 years 


ago. oO 


world over 
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world of opportunity awaits the 

equity portfolio manager who 

wants to invest internationally 

—if he or she is armed with the right 
information. 

That means a truly global data base. 
One that's encyclopedic. Comparable by 
country, by currency, by industry. And 
current. 

That’s precisely what Morgan Stan- 
ley Capital International (MSCI) pro- 
vides investors around the globe in 
every issue of Morgan Stanley Capital 
International Perspective. 

MSCI Perspective has the world’s 
benchmark indices, the internationally 
recognized measurements that define 
the prospects and performance of conti- 
nents, countries and companies. 

MSCI supplies the tools you need to 
put world equity investments into the 
kind of perspective you need. 


A World of Coverage 

Every month, MSCI Perspective covers 
securities with a combined market value of 
US $3800 billion, representing 75% of the 
world’s equity capital. In one convenient 
source, it provides subscribers with essen- 
tial, up-to-date information on the shares 
of over 1700 companies in North America, 
the Pacific Basin and Europe. A total of 19 
countries and 38 international industry 
groups are represented. 


A World of Comparisons 


The indices of MSCI are benchmarks 
for the world. Along with the country and 
industry indices, MSCI offers the World 
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Index, the Europe Index and EAFE (the 
Europe, Australia and Far East Index)— 
all of which are the standard measures of 
performance used by equity investment 
managers worldwide. 

In all, MSCI provides performance and 
fundamental data on over sixty different 
indices, all calculated using a common base 
date and all going back to 1970. And, most 
importantly, MSCI gives you the world as a 
single investment universe. All MSCI data 
are statistically adjusted to be compara- 
ble. They are all formulated using one con- 
sistent methodology. Therefore, MSCI 
eliminates many of the difficulties one usu- 
ally encounters when trying to compare 
across national boundaries with their 
vastly differing accounting practices. 

With MSCI, you can make direct com- 
parisons across regions, industries, coun- 
tries and companies—no matter which 
MSCI data you are using. 


A World of Choice 
Every issue of MSCI Perspective is de- 
signed to be action-oriented. Each of the 
twelve monthly and four quarterly reports 
puts the tools of effective decision-making 
at your fingertips. With these publica- 
tions, you can take a systematic approach 
to international portfolio management 
and asset allocation. You can compare and 
analyze by country, currency, industry 

and, finally, by individual stock. 


A World of Performance 


Whether you are trying to “beat” the 
world market, outperform the French 
market or stay just ahead of the world 


chemical market, MSCI Perspective pro- 
vides the measurements you need. 

The publication reports monthly per- 
formance for over 60 indices in six differ- 
ent ways. In local currency, in US dollars. 
It reports net dividends reinvested in local 
currency, net dividends reinvested in US 
dollars, gross dividends reinvested in local 
currency and in US dollars. 


A World of Returns 


Once every month, once every quarter 
—16 times per year—MSCI delivers the 
world. In depth. In perspective. In MSCI 
Perspective. 

It's the first investment every global 
investor should make. Because it will be 
invaluable in making all the investments 
that follow. 


[ Please send me information about MSCI 
Perspective. 


Mark H. Sladkus 

Product Manager 

Morgan Stanley Capital International 
1633 Broadway 

New York, N.Y. 10019 


FE9/11/86 


Title 
Company 


Address Phone 


| Name 


| City State dip. 


| For faster response, please call (212) 703-2965. 





MORGAN STANLEY 























FAT’ 
LIN 


ree Pres 7% 
[2 LES i WP 
















| YEN INSTRUMENTS - 
| The slow march 


| of reluctant 
 internationalisation 


By Richard Hanson in Tokyo 


| | 
| | apan, not unlike many other nations, views its currency 
J as a sovereign affair. That has made the development of 
primary markets in international yen investment instru- 
ments a rather delicate process. And it has stunted secondary 
| market growth. Despite liberalisation, progress has been 
slow. 
| Two years ago it took several months of tough financial 
- talks between the US and Japan before the Japanese au- 
thorities agreed that developing the international use of the 
yen might be a good thing for Japan. 
— What has emerged since then is an array of Euroyen vehi- 
— cles for the use of foreigners and (in a more restricted way) 
ES dene to raise yen funds. Restrictions on who can tap the 
_ yen-denominated Samurai market for international borrow- 
ers have been mostly lifted. Basically, any international in- 
vestor with a single-A rating can tap the Euroyen or the 
| Samurai markets with prior approval of the Ministry of Fi- 
nance (MoF). 
The paradox of how Euroyen and Samurai markets have 
developed is that, with some exceptions, the reason for rais- 
| ing yen is to use sophisticated financial techniques to swap it 
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pnp another currency at eet blow those genera y 
able. The competition is to get the underwriting eshe, 
sometimes at a loss. 

One by-product: secondary markets have developed un- 
evenly. A closer look at the Samurai and Euroyen markets 
illustrates that point. Under sharp pressure from the MoF, 
Japanese underwriters agreed early this summer to begin to 
support a secondary market for smallish investors in yen-de- 
nominated Samurai bonds. For the first time, market prices 
are being announced daily for a selected group of Samurai is- 
sues; brokers will buy and sell up to *50 million 
(US$325, 097) for individual investors. 

Despite the fact that Samurai bonds have been around 
since the early 1970s, there still is no active secondary market 
for them in Tokyo. Therefore, they tend to get stuffed into 
the portfolios of financial institutions, such as the huge postal 
pension fund, and institutional investors, to be held until 
maturity. 

For cash-flush institutions, such as regional agricultural 
cooperatives, which have been restricted from buying 
foreign-currency bonds, a Samurai bond is a bit like taking a 
trip abroad in your own backyard. Only recently, for exam- 
ple, the extensive network of agricultural-insurance coopera- 
tives was allowed to buy “foreign” bonds, provided they are 
denominated in Euroyen. 

Having brokers make markets in Samurai is a first step to- 
wards creating active secondary markets for other bonds in 
Tokyo. Aside from government bonds, secondary bond mar- 
ket trading is virtually non-existent. 

An attempt in June to add liquidity to the Samurai market 
has met little success. A new type of continuous-issue bond 
series by the World Bank fell flat as a result of overly aggres- 
sive pricing. The World Bank's ¥30 billion issue carried;a 
coupon far out of line with the secondary market. The price 
fell sharply, with lead underwriter Nikko Securities having to 
buy back most of the issue from other brokers. 

Yen instruments still tend to be priced with the idea of 
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Japan is in futures contracts in Japanese Govern- 

mení-issued yen. bonds, a market opened in Oc- 

tober 1985. Mone trading in these bond futures got off 

to a wobbly start, the market has grown ein all initial 

estimates: cumulative volume is appro 3.5 million 

contracts and the monthly volume had grown om 123,429 
to 719,434 contracts as of June. 

Sharp currency and interest-rate swings over x the past 10 
months destabilised Japanese bond prices, increasing the 
desirability of hedging through futures contracts. The mar- 
ket is now viewed as ready for internationalisation. — 

The Ministry of Finance (MoF) decided in July to allow 
Japanese securities companies and banks to trade in US fi- 
nancial futures (banks will be limited to currency and in- 
terest-rate futures instruments), a move sparked by the de- 
cision of the US Securities and Exchange Commission to 
allow US firms to dabble in yen-bond futures. 

Once Japanese and American dealers gain experience in 
each — bond-futures — the measure the MoFi is 
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wooing borrowers rather than investors. The big four Japan- 
ese brokers can usually find some dumping ground for issues, 
or simply put them into their own portfolios. But even bor- 
rowers are becoming wary of issuing bonds in a market where 
the bonds are going to trade. 

That, and still restrictive issuing conditions, have virtually 
killed the Samurai market this summer. There was one issue 
by Portugal in July. On the horizon for August and Sep- 
tember, there was only one borrower, China's Guangdong 
International Trust and Investment Corp. 

The Euroyen bond market was liberalised (for foreign in- 
vestors with single-A ratings) in December 1984. A year ago, 
the MoF, which insists on the authority to approve yen issues 
in Europe, allowed a full range of Euroyen issues to be 
floated, including dual-currency bonds. 

On the surface, the Euroyen market has boomed. 
Euroyen bond issues since the start of this year have roughly 
doubled those in the Samurai bond market. From January- 
April, Euroyen issues by non-residents amounted to X986. 1 





next contemplating to integrate Tokyo more tightly with in- 
ternational markets is the trading of yen-bond futures on 
the Chicago Board of Trade and London International Fi- 
. nancial Futures Exchange. i 

Both the MoF and the Tokyo Stock Exchange (TSE) are 

reluctant to rush the listing of these futures on foreign ex- 
changes, but a consensus within financial circles is emergin 
| in support of such listing in late 1988. Then, along wit 
stocks, yen bonds will be traded across three time zones. - 
Before then, however, stock-futures contracts are to be 
- launched by the Osaka Stock Exchange (OSE). These are 
not quite the same as stock-index futures, where only the 
index is traded. Because an index, such as those calculated 
by the TSE or Nihon Keizai Shimbun financial-newspaper 
company, cannot of course be delivered to a client, index 
trading would violate Japanese securities regulations, 
which stipulate that all securities must be backed by a physi- 
. cal product. To circumvent this restriction, the OSE will 
. sell futures contracts on a basket of stocks. Technically, the 
stocks could be delivered at the expiry of a contract. 

If a healthy market for Osaka stock-futures contracts 
builds up, the TSE and the MoF say they will probably re- 
vise the Securities and Exchange Law to permit stock- 
index-futures trading on the TSE in 1988. Officials are wor- 
ried, however, that the Big Four (Nomura, Daiwa, 

 Yamaichi and Nikko) securities companies’ volume of 
equity trading is so large that they may be able to manipu- 
late a stock-futures market, by buying and selling suffi- 
ciently large blocks of stock to move prices whichever way 

. would turn a profit from a futures contract. Dubbed “pro- 

gramme trading" by Wall Street, it is the type of activity. 


that would seem to hold enormous appeal for Japanese | 
dealers. — Bruce Roscoe 
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billion, compared with * 1.45 trillion for all of 1985, when the 
market was liberalised. Japanese borrowers raised * 162 bil- | 
lion in Euroyen in those four months, compared with 3€ 140 | 
billion in all 1985. à 
Although there are some investors overseas interested in j 
yen issues, most Euroyen issues are still targeted at a particu- | 
lar group of Japanese institutions or investors. And that is | 
despite the fact that technically, Euroyen bonds cannot be | 
brought into Japan until 90 days after they are issued (it used | 
to be 180 days). j 
The more complex the issues get, taking advantage of in- | 
terest-rate or currency and various other tricks, the more ef- 
fort it takes for even sophisticated investors to understand 
just what they are buying. | 
Early in the summer, for example, The Long-Term Credit 
Bank was arranging a 10-year, dual-currency Euroyen-Cana- 
dian issue for GMAC Canada. The issue, of nearly X10 bil- | 
lion, will pay 8% in yen for the first five years and 10.125% in | 
Canadian dollars for the last five. It carries a put option after 
five years, with the rate fixed at ¥120.85:C$1. That is not 
everybody’s investment cup of tea. The issue is targeted at 
Japanese institutional investors, even though such dual is- 
sues cannot be brought to Japan for 180 days. 
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came in June, when the MoF yielded to considerable 
outside pressure — from the US and Europe — and 
gave permission for the headquarters of foreign commercial 
banks with Tokyo branches to issue long-term Euroyen 
bonds. Foreign banks with governmental roots had already 
been allowed to do so. The concession, though welcome, 
represents a partial victory for the foreigners — a reflection 
of how delicate the issue of Euroyen versus domestic markets 
has become. 
But foreigners will not be allowed to use the yen they raise 


T he most recent twists in developing the Euroyen market 














ETIN TE 


Te ET NOE 
i S = es E 


g. R z 
> & Im 


2 — —42 cmo ttt f EIS as S 7) SE wate | * | 
A X 7.4 45 Fou iM i fua $21) 2 v^ wWINLISSSA S CX E 


CY 2m ee: , ti; 


in Japan, where foreign bank branches are often at a disad- 
vantage in raising funds in local money markets. That means 
that most of the funds raised will end up being swapped into 
other currencies. 

Broadening the base for yen instruments will require two 
things to happen. First, Japanese authorities will have to 
make more headway in modernising domestic bond-market 
practices, which are still geared to the days when domestic 
credit had to be rationed carefully. 

Secondly, foreign investors will require attractive short- 
term yen instruments in which to park yen funds when shift- 
ing portfolios. Ideally, that would be a short-term yen treas- 
ury bills market. So far, tax and other obstacles have stymied 
such plans. 

What is finally at stake is the viability of Japan's domes- 
tic capital markets. No doubt a lively market in yen issues 
by Japanese companies might develop if the MoF were to 
lift existing restrictions which limit the number of Japanese 
companies which *qualify" to tap the Euroyen bond mar- 
ket. 

The prerequisite for that, however, will be development 


_ of the Japanese credit-rating industry. That will take time. In 


April, the MoF gave the go-ahead for three Japanese credit- 


JAPANESE BONDS 


| Scramble for a 


ride on the 
debt rollercoaster 


By Bruce Roscoe in Tokyo 


Okyo's bond debt market is growing at dizzying speed as 

| the Japanese Government and corporations explore 

the possibilities for competitive finance. The biggest 

chunk of debt is national public debt, though the manage- 

ment of this is almost exclusively in the hands of Japan's top 
securities companies and banks. 

Getting this debt out of Japan's capital markets and into 
foreign debt markets is a primary goal of foreign banks and 
securities companies. Now that the debt is at least traded 
more actively in Japanese markets than in the past, its 
gradual internationalisation presents an appetising menu of 
financing courses. 

Trading of this debt in the 1985 Japanese fiscal year, 
ended 31 March, trebled to Y2,672 trillion (US$17.46 tril- 
lion). Part of the reason was competition between banks 
p full dealing rights and other 

anks permitted to begin dealing in gov- 
ernment bonds, and the securities com- 
panies anxious not to lose market share to 
the intruding banks. 

This put a firecracker, if not a rocket, 
under normally dull secondary trading, 
and a process Japanese dealers termed 
"shuttle buying and selling" (“trading” in 
other people's language) reared its alien 
head. The turnover ratio for long-term 
government bonds, for example, rose to 
13.6%, from a tiny 4.2% in fiscal 1984. 
Trading in bonds other than government 
issues, however, registered a minuscule 
trading ratio of 1.36%. 

It was also the first year of a massive 
refunding of the national debt, which ac- 





Government bonds 
(Long-term) 
(Medium-term) 
(5-year discount) 







Corporate bonds 
Convertible bonds 
Bank debentures* 
Foreign yen bonds 
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i AJ NEW ISSUES (Public offerings) 


(* billion)/(Fiscal year) 






Public corporation bonds 
Local government bonds 






*Excluding 1-year discount debentures. 






-BOB FOLEY 


Bond-futures trading, Tokyo: more instruments needed. 





rating agencies to rate non-resident yen bond issues, along 
with Moody's and Standard & Poor's. 

But instead of using credit-rating agencies primarily to 
judge the creditworthiness of the issues for investors. the 
MOF insists on using the credit-rating system as a means of 
controlling who can issue bonds in the first place. In a system 
like that, the investor takes second place. R) 


counted for traded volume of new issues of public (and cor- 
porate) bonds surpassing the level of ¥30 trillion. Flotation 
of public debt (mainly national and local government) 
reached a record ¥26.5 trillion, making public bonds very 
much dominant in the primary market. 

The effect of the steadily growing secondary market on 
these new issues has been to force more flexible terms of 
issue, simply because of the widening price differentials be- 
tween national-government and other public bonds in the 
secondary market. The terms of issue for long-term govern- 
ment bonds, for example, are now being revised about once a 
month to accommodate shifting market conditions. 

Opening this market wider to Japanese banks was wel- 
comed especially by city banks such as Sumitomo and Mitsui 
which, apart from resenting the stranglehold on these bonds 
of the Industrial Bank of Japan, want domestic securities- 
dealing experience as a run-up to assaulting international 
capital markets. ' 

To compensate securities companies for this encroach- 
ment by banks onto their territory, the Ministry of Finance 
(MoF) took a crowbar to the money market and let top secu- 
rities houses such as Nomura and Daiwa deal in yen-denomi- 
nated bankers acceptances and domestic certificates of depo- ` 
sit. Thus, the legal line dividing the securities and banking in-? 
dustries was cut a fraction thinner. 

Left out in the cold is the domestic market for bonds is- 
sued by private corporations; which are developing more in- 
novative financing options, mostly in overseas markets. Cor- 
porations’ domestic issues in the year amounted to ¥2.6 tril- 
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TELEX USERS WORLDWIDE COUNT ON FYI FOR NEWS AND — 
INFORMATION—24 HOURS A DAY, 7 DAYS A WEEK E 

RCA is once again making news. This time with its FYI news and information service. - 
FYI gives you up-to-the minute world news all day everyday, 7 days a week via your | 
telex machine. jut E 
FYI has dozens of useful reports informing you of business and finance, international - 
markets, futures and metals, commodities, sports and science. As well as a variety of | 
eneral interest categories such as horoscopes and telex art graphics. Es 
FYI is easy to use. Simply telex RCA/USA 285130 and type INDEX in response to” 
"Enter Category Name." You will then receive a complete list of all the reports available | 
such as news, finance, sports, etc. a 
There are no additional charges for this service. The information is free. You pay only 

for the cost of the telex call to the USA. E 
So if you want worldwide news and information Telex RCA/USA 285130 for RCA’s 

FYI Service. A world of news and information at the touch of a button. * 
For more information, please contact: re as Global 1 
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lion, little changed from the year-earlier figure (and decep- 
tively bloated because the amount includes an issue of ¥290 
billion by Nippon Telegraph and Telephone Public Corp. 
(NTT), which was ostensibly privatised in April 1985; a li- 
mited public share offering is to be made around October). 
Excluding the NTT issue — effectively a government place- 
ment as the MoF is the sole shareholder — corporate 


Issues actually de- 
clined. 

In contrast to this 
fall-off of straight in- 
dustrial issues, equity- 
related issues, such as 
the relatively new 
bonds with detachable 
warrants and converti- 
ble bonds, proved 
highly popular (and in- 
vestor stripping of Ja- 
panese warrant bonds 
for equity purchases 
has become a signifi- 
cant propellant driv- 
ing the bull run on 
the Tokyo Stock Ex- 
change). The cor- 

orate bond market 
as thus developed 
distinctly into a two- 
tier affair, reflect- 
ing the populari- 
ty among invest- 
ors of more for 
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On the steps ofthe Tokyo Stock Exchange: a bull run. 


less in the form of capital gains from bond-yield rises, 
and the accompanying option on equity at a fixed 


price. 


ritics of the domestic market for corporate issues say 
sluggishness will be the order of the day unless the 


MoF eases up on collateral re 


corporations with credit ratings 
of less than AA to make non- 
hypothecated issues. But that is only 
part of the problem. Terms and type 
Of issue need to be diversified, and 
issue procedures simplified. The 
Japan Bond Underwriters Associa- 
tion thinks investors and issuers 
should be left to nut out the terms of 
an issue by themselves. That is an in- 
direct way of asking the MoF to busy 
itself elsewhere. 

Perhaps because of official reluc- 
tance to comply with hints of this na- 
ture, Japanese corporations issued 
¥3.1 trillion—worth of bonds in 
overseas markets in the year, con- 
firming a now-established prefer- 
ence for foreign operating condi- 
tions. Through complicated devices 
such as interest-rate swaps and dual- 
currency instruments, corporations 
tended to favour straight bond is- 
sues to convertible bonds, which de- 
clined. 

The popularity of warrant bonds 
rose, however, with many issues 
being oversubscribed, if not sold out 
on the grey market well before the 
actual date of subscription. For 
foreign investors in the Euromar- 
ket, these appeared as an ideal.in- 
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quirements, allowing 


The World Bank, Washington: 






strument, again because of the equity bait. Such is the volume 





of yen circulating outside of Japan that Japanese financial in- 
stitutions regard the Euromarket as in direct competition 


with Tokyo. 


Foreigners seeking to raise yen funds looked more 
and more to the Euromarket, though figures may be some- 
what misleading. “Foreigners” fall into the non-resident 
category, applied also to the overseas subsidiaries of 
Japanese corporations, banks and securities houses. In 
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any event, non-resi- 
dent issues of Euro- 
yen bonds climbed to 
¥1.6 trillion, com- 
pared with non-resi- 
dents’ (truly foreign- 
ers’) flotation of *1 
trillion-worth of yen- 
denominated bonds in 
Japan. 

The domestic mar- 
ket for such issues 
turned sour, largely 
because of the unwill- 
ingness of Japanese 
banks, securities firms 
and institutional in- 
vestors to — accept 
gracefully the right 
of early redemption, 
which several sover- 
eign borrowers, whose 
repayment schedules 
were hit hard by the 
yen's appreciation, 
nonetheless exercised. 


Securities analysts see fewer foreigners coming to Tokyo 
for yen, but more making the trip in search of their own cur- 
rencies at cheaper-than-home rates. Foreign-currency issues 
in Japan, or Shogun bonds, were pioneered by the World 
Bank, and first available in US dollars. Among the curren- 
cies now at hand are Australian dollars and European Cur- 
rency Units. Issues for the year totalled ¥225.5 billion, at- | 


pioneering issue. 





tracting such borrowers as the Aus- 
tralian state of New South Wales 
and the Bank of China. 

Disappointing, however, was the 
government's issue of short-term 
bonds, made to oil the gears of ap- 
proaching refunding operations. In 
the latest fiscal year, two issues 
were made for a total of about 
Y] trillion, but these appeared 
more as a market harness than inno- 
vation. The offerings were over- 
subscribed, but that is usual in 
the case of new instruments in 
Japan. 

As expected, withholding tax at 
issuance removed any magnetism 
the bonds may have held for foreign 
investors. That is a pity, because 
these bonds initially were touted by 
the MoF as the nearest instrument 
Japan could produce to US Treasury 
bills, which can be bought by com- 
panies and individuals alike in much 
lower denominations. Japanese in- 
vestors are voracious consumers of 
the US bills, and the US would like 
such instruments as short-term gov- 
ernment bonds to be just as appeal- 
ing to foreign investors, if only 
to get more yen circulating interna- 
tionally. oO 
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ABC's expanding international distribution 
network offers a sophisticated service to today's 
institutional and corporate investors. 

ABC's strong capital base has enabled the 
bank to mobilise substantial resources quickly, 
and to take swift investment decisions in a way 
that few other banks can match. 

ABC likes to be judged by results: why not 
profit from our success? 

Contact us at any of the offices below. 





Arab Danking Corporation 
The bank with performance and potential. 


Head Office: PO. Box 5698, Manama, Bahrain. Tel: 232235. Tlx: 9432 ABC. Telefax: 274674. 
ABC Banque Internationale de Monaco: (Monte Carlo). Tel: (93) 50 06 08. Tlx: 469163 ABC. 
ABC-Daus & Co. GmbH: (Frankfurt). Tel: (069) 71403 0. Tlx: 411536 DAUS D. ABC Futures & Bullion (Pte) Ltd: (Singapore). 
Tel: 224 1811. Tlx: RS 28991 ABC. ABC International Ltd: (London). Tel: 01-628 9841. Tix: 892881 ABC. 
ABC Investment & Services Co. (E.C.): (Bahrain). Tel: 262964. Tlx: 9436 ABC. BanAtlantico Zurich A.G.: (Zurich). 
Tel: (01) 21 61 04. TIx: 813109. ABC-New York: Tel: (212) 697-8315. Tlx: 421911 ABC FX. 
Other ABC Group Offices in Bahrain, Barcelona, Grand Cayman, Hong Kong, Houston, London, Madrid, Milan, Paris, Rome, 
Singapore and Tokyo. 
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One call to yctir Clase Pave Banker Gan pat you 
on top of the worlds financial markets. 


If you are an individual with substantial A Chase Private Banker is a knowledgeable 
assets to manage worldwide, but have more important ^X professional with years of experience in financial 
things to do with your time than manage them, you management. 
need a partner. Someone who will work closely with you to 


A Chase Private Banker. develop an intimate understanding of your financial 
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goals and requirements, utilizing the Chase network So discover the two things a Chase Private 
to maximise the return on your investments. Banker can give you. 

Your Chase Private Banker can also give Peace of mind. 
expert advice on estate planning including the And the time to pursue all the things you like 
setting-up of trust and holding companies. to do best. 
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Fuji unlocks. 
new opportunities. 


One key to international success is choosing the right financial institution. $ 
You need solid assets, diversified services, experienced personnel, and a worldwide network. 
You need Fuji Bank, one of Japan's largest. 
Our growing network covers 34 cities in 21 countries to help you anywhere, anytime. 
Our about U.S. $177 billion in assets enable us to finance virtually any project. 
And our experienced international staff can provide you with a wide 
range of financial services and information. 
For a head start in international business, start with Fuji Bank. 
We'll open up considerable possibilities. 


A FUJI BANK 


Tokyo, Japan 


Overseas Network 
Hong Kong, Seoul, Singapore, Jakarta, Manila, Bangkok, Kuala Lumpur, Beijing, Shanghai, 


Dalian, Guangzhou, Shenzhen, Sydney, Melbourne, London, Düsseldorf, Frankfurt, Zürich, 
Luxembourg, Paris, Madrid, Bahrain, Tehran, New York, Los Angeles, Chicago, Houston, Seattle, 
San Francisco, Atlanta, Miami, Toronto, Mexico City, Sao Paulo 


Heller Financial, Inc., Heller Overseas Corporation 





HONGKONG INSTRUMENTS 


Risk and reward 
are the price 
of liberation 


By Liz Carver in Hongkong 


ongkong's retail depositors may have finally broken 
free of the interest-rate cartel's limits on their interest 
earnings with the advent of money-market funds on 
the local scene. But greater freedom almost always means 
more risk, and the new funds are no exception. 

The first in the water was Schroders, in June, and it was 
quickly followed by others — such 
as the US-based Manufacturers 
-lanover. The latter has said it 

opes to offer returns of about 776: 
that would be about five points 
higher than small savers can cur- 
rently earn at local banks. What the 
advent of money-market funds is 
shaping up into is an intensifying 
fight for the dollar of the smaller in- 
vestor. 

These investors will be able to 
earn appreciably more through the 
money-market funds than they 
could have with the deposit rates 
offered by local banks, for sums 
in the region of HK$50,000 
(US$6,400). That figure represents 
a compromise: the Banking Com- 
mission wanted to see a minimum- 
investment figure of HK$100,000, 
while merchant bankers are 
thought to have sought permission 
to accept minimum money-market 
deposits of HK$25,000. The small- 
est investors have thus been *pro- 
tected” from the purportedly 
higher risk of the funds — and of 
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course, their expected higher re- 
turns. This is much like the situa- 
tion of the deposit-taking com- 
panies, which function under mini- 
mum-deposit rules. 

The return the funds offer will 
be closer to wholesale rates — if all 
goes well with an individual fund’s 
market investments. This sort of re- 
turn has in the past been available 
only to the larger individual invest- 
ors, who have been able to invest at 
least HK$500,000. 

Individuals with that sum to in- 
vest as a minimum have been able to 
buy commercial paper or certificates 
of deposit (CDs), which are rarely 
available in lesser amounts. The new 
funds will invest in the same sort of 
instruments on their clients’ behalf, 
with their combined deposits. But 
while the funds are likely to offer 
higher returns, they cannot and do 
not promise to do so, since many of 
their investments are likely to be floating-rate instruments. 

In addition to the interest-rate uncertainty, there is also 
the risk that the initial value of an investment in a money- 
market fund can fall, rather than rise — unlike the principal 
of a normal deposit account. The retail-banking sector, 
meanwhile, is waiting to see what effect the funds will have 
on deposit bases. 

The quality of the funds' investments is yet another issue 
which has been raised by a number of banking-industry fig- 
ures. They have warned that merchant banks which offer 
money-market funds might be tempted to use them to dis- 
pose of commercial paper the bank itself has underwritten, 
should the marketing of the issue be unsuccessful. In the 
past, banks have had to simply swallow such paper (keeping 
it on their own books) when they could not sell it to other in- 
stitutions or to wealthy individual investors. 

(The Hongkong-dollar-issue secondary market has in fact 
for long been hampered by this situation: lack of liquidity 
forced banks to keep issues in the vault, and their having to 
do.so helped keep the market less liquid.) Merchant bankers, 
however, do not believe that there is 
necessarily any conflict of interest: 
they say that money-market fund in- 
vestment will be kept strictly sepa- 
rate from banks’ underwriting ac- 
tivities. 

Within the Hongkong-dollar- 
issue market itself, the main innova- 
tion of recent months has been a 
series of CD-warrant issues. Stand- 
ard Chartered (SC) was the first to 
propose this kind of issue in Hong- 
kong, in May. SC issued 200 war- 
rants which entitled the hold- 
er to buy a HK$500,000 CD, at 
par, on any one of four exercise 
dates. The CDs will pay 8.05% in- 
terest. 

If local-dollar interest rates have 
fallen below that on any of the 
exercise dates, then a warrant- 
holder can take up his option to buy 
the higher-interest CD. Meanwhile, 
the warrants themselves are trade- 
able — just like CDs. Kleinwort 
Benson and Fuji Bank have since 
followed SC'slead with CD-warrant 
Issues. Oo 
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INTERNATIONAL BROKERS 


Musical chairs 
and the art of 
blurring lines 


By Robert Cottrell in Hongkong 


he City of London's Big Bang is lit- 

tle more than a reverberation in the 

Far East, where Citibank set the 
fashion for banker-broker takeovers 
three years ago with its acquisition of the 
regional business of London broker Vic- 
kers da Costa. The merger was problem- 
free from a regulatory point of view in 
Hongkong, but collided with Japanese 
policy that institutions should be bank- 
ers or brokers but not both — a division 
patterned after the US Glass-Steagall 
Act. 

Facéd with a fait accompli, Japan's 
Ministry of Finance (MoF) decided to let 
Citicorp straddle the divide and retain 
both its own banking licence and Vickers 
da Costa's securities licence. But MoF 
also indicated that it was determined not 
to set a precedent, and that other, simi- 
lar, mergers should not be attempted. 

In practice, British merchant banks 
which have acquired stockbrokers have 
opted for securities-branch status in 
Tokyo, and forgone commercial-bank- 
ing business. This route has been followed by, for instance, 
Kleinwort Benson with its absorption of Grieveson Grant 
and S. G. Warburg with its absorption of Rowe & Pitman. 

In the past year, Japan has opened up a regulatory 
loophole benefiting established commercial banks which 
have acquired stock- 





Citicorp Centre: Citibank set the fashion. 





Ta, EA ui: "NER "^e oH rr = 
i "on wx 





Bevan, now called Barclays De Zoete Wedd. Midland's 
broking arm, W. Greenwell, is just setting up in the terri- 
tory. None of the three units has as yet achieved branch 
status in Tokyo. Lloyds, the fourth British clearer, has stayed 
aloof from the broker-buying scramble, and functions only as 
a merchant bank in Hongkong and as a commercial bank in 
Tokyo. 

The first wave of foreign interest in British stockbrokers 
came from the US. Of these tie-ups, the most significant in 
Far East terms were the takeover of Vickers da Costa by 
Citibank and the tie-up. of Hoare Govett with Security 


Pacific. Chase Manhattan bought Laurie Millbank and 


Simon & Coates; Amex/Shearson bought L. Messel. Euro- 
pean banks were generally more hesitant, but some have 
plunged. UBS stockbroking subsidiary Phillips & Drew is 
now busy staffing and establishing in 
Tokyo what it presumably hopes will be- 
come a securities branch office: the par- 
ent is also licensed in Japan as a trust 
bank. Swiss neighbour Credit Suisse has 
bought the former Buckmaster and 
Moore; Belgium's Banque Bruxelles 
Lambert controls the broker Williams de 
Broe Hill Chaplin, and France's state- 
owned Paribas owns Quilter Goodison. 

HSBC apart, institutions headquar- 
tered in the Far East have taken only a 
marginal role in pre-Big Bang musical 
chairs. The big Japanese securities 
houses, which could have afforded to 
buy literally any financial institution in 
the City of London, have preferred in- 
stead to build up subsidiary operations of 
their own: the most powerful in London 
is Nomura International, one of the five 
biggest Eurobond managers this year, a 
member of the London Stock Exchange 
since spring, and soon — it is thought — 
likely to be awarded a full British bank- 
ing licence. 

Australia’s ANZ has bought a well- 
known British broker, Capel-Cure Myers, and Singapore's 
Khoo Teck Puat personally controls 27% of the moneybrok- 
ing conglomerate, Exco International, parent of W. I. Carr 
(Overseas), one of Hongkong's biggest brokers and highly 
regarded in Tokyo for its research. oO 





broking X subsidiaries: 
the broking unit may 
open a securities 
branch in Tokyo, pro- 
vided that half the 
equity is held by a third 
party. Deutsche. Bank 
was the first to follow 


broker with two West 
German industrial com- 
panies. Hongkong and 
Shanghai Banking Corp. 
(HSBC) seems likely to 
choose this structure if it 
seeks a Tokyo branch li- 
cence for its subsidiary 
James Capel. 

Two of the big Bri- 
tish clearing banks are 
already well established 
in the Hongkong stock- 


market: NatWest, 
through its County Asia 
securities subsidiary, 


and Barclays with the 
former De Zoete and 





Bank of England and the Stock Exchange, London: wave of interest. 
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Sumitomo Bank is exceptionally brave and aggressive 
when it comes to developing new services and attracting new customers. 
Investments in office automation, for example, are expected to reach US$250 million by 1987. 
At Sumitomo, we think innovation is the key to better international banking 
operations, especially in this age when international financing is becoming more and more free while 
the needs of society and individual customers are becoming more and more sophisticated. 
We all believe that our innovation is making Sumitomo the most reliable 





Sunitomo the Hank Bringing 
Action to Innovation. 





and beneficial bank for customers at large. 





«i» SUMITOMO BANK 


3-2, Marunouchi I-chome, Chiyoda-ku, Tokyo 100, Japan. 


International Network *New York *San Francisco *Los Angeles *Chicago *Seattle *Houston *Atlanta *Honolulu *Panama *Cayman *Mexico City 
«Toronto eSáo Paulo *Rio de Janeiro *Buenos Aires "Caracas *London *Birmingham eDüsseldorf ¢Frankfurt eBrussels *Madrid *Barcelona *Milan 
«Vienna *Paris *eZürich *Zug *Lugano *Stockholm *Tehran *Cairo *Bahrain *Hong Kong *Kowloon (H.K.) *Western (H.K.) *Singapore eSeoul *Jakarta 


Bangkok *Beijing «Guangzhou *Shanghai *Dalian *Kuala Lumpur *Sydney *Melbourne 


"Based on figures published in SCMP on 12.12.85 at US$10.03 and on 29.8.86 at US$15.84. 
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o wonder they're queueing up 
for Thornton’s Oriental Income Fund.” 
“We only launched it in December 1985 

and already it has appreciated 58*.” 


The Thornton Oriental Income Fund, investing in a wide selection ol equity 
and equity-related Asian instruments, aiming to provide investors with 
both long-term capital appreciation and a steady income stream is 


another success story from the Thornton Group. For further details of 
how to subscribe to the fund (and others), contact Anne O’Brien directly 
on 5-260122 or write to 801 Gloucester Tower, The Landmark, 
Central, Hong Kong. We'll be only too glad to help you. 


While we believe investment in this fund could be rewarding, the price of shares in the fund may go down or up. 


THE THORNTON GROUP 


RRUSEERUS Cot E ES D  7yg- D WARCLONRNG 0 038 GER Ty ue 
THORNTON MANAGEMENT (ASIA) LTD 


Hong Kong: London: San Francisco: Sydney 


PROFITING FROM LOCAL KNOWLEDGE 


diy EASTERN PENG REVIEW e 11 SEPT vc 1 


"T vic P 


ow 


ta à bal deoa. Qd, art. M 











"Meeting the Banking Needs of 
the 1988 Seoul Olympics" 
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Being long regarded. as the hallmark of 
Korean financial leadership, we are 
now offering our services through 50 
overseas offices around the world. 


We are a bank large enough to meet 
your financial services, yet flexible 
enough to provide detailed solutions to 
specific problems. 


When you need an international bank 
staffed with financial experts who can 
provide you with up-to-date financial 
information, you need Korea Exchange 
Bank, Korea's largest banking in- 
stitution. 


CHANGE BANK 


— KOREA’S LEADING BANK — 


Head Office: C.P.O. Box 2924 Seoul Telex No: K24244, K24245, K27237, K27254 Cable Address: KOEXBANK SEOUL Tel.: 771-46 

Overseas: New York, Broadway, Flushing, Los Angeles, Chicago, Seattle, Houston, Panama. Mexico City, Caracas, Sao Paulo, London, Paris, Frankfurt, Hamburg, Amsterdam, 

Zurich, Brussels, Vienna, Stockholm, Madrid, Bahrain, Teheran, Nairobi, Tokyo, Osaka, Fukuoka, Hong Kong, Singapore, Manila, Kuala Lumpur, Jakarta, Bangkok, 

Subsidiaries: California Korea Bank Los Angeles, Korea Exchange Bank of Canada Toronto, KEB Australia Ltd. Sydney, KEB (Asia) Finance Ltd Hong Kong, Cairo Far East Benk S.A.E. Cairo 


Lobi Bank of Nigeria Ltd. 





Plenty of room 
atthe top for 
the Big Four 


By Robert Cottrell in Tokyo 
g apan's Big Four securities houses — Nomura, Daiwa, 
Nikko and Yamaichi — are more famous for size than 
for speed. They are the biggest stockbrokers in the 
world, and rank by shareholders' funds alongside Japanese 
and US commercial banks among the biggest of all the 
world's financial institutions.. 

But more extraordinary still than the book value of their 
equity capital is the valuation now being put upon these firms 
by stockmarket investors. Nomura Securities, biggest of the 
four, enjoyed in mid-August a stockmarket capitalisation of 
US$34 billion — approaching the aggregate market capitalisa- 
tion of all companies in Hongkong and five times the size of 
Salomon Brothers, the most profitable US investment bank. 
Nomura could buy every indigenous merchant bank in the 
City of London without breaking a 
sweat, and perhaps consider a modest 
call upon shareholders before adding 
Merrill Lynch as well. 

Industrialists used to say that they 
could not compete with Japanese manu- 
facturers at a ¥250:US$1 exchange rate. 

-But at ¥150:US$1, what hope is there 
for US and European financial institu- 
tions? Japan's main export nowadays is 
not cars or amplifiers or earthmovers, 
but money: and it is being made avail- 
able as plentifully, and as cheaply, 
as Japan's manufactured. goods ever 
were. 

Japan's securities houses can afford 
to subsidise expansion overseas with the 
profits earned at home: the Big Four 
have bought themselves to the top of the 
Euromarket issuing houses' league by 
offering swap terms which rival bankers 
say cannot possibly be covering costs. Ja- 
panese securities houses can and often 
do move the US Treasury market, to the 
occasional discomfort of wrong-footed 
Wall Street rivals. Voracious Tokyo institutions are willing 
to buy almost any foreign securities which the securities 
houses want to *push" at them, providing the Big Four with a 
ready-made customer base from which to go exploring the 
still uncharted — in Japanese terms — waters of foreign 
equities. 

The Big Four and their customers are remarkable more 
for the quantity than the quality of their buying, sneer foreign 
brokers who see the Japanese as "country cousins" of inter- 
national finance. Michael Hawkes, chairman of British mer- 
chant bank Kleinwort Benson, told a US interviewer recently 
that “Nomura is essentially a Japanese house serving Japan- 
ese concerns that have an enormous appetite for more or less 
anything. That's it." 

But as Japanese houses begin their expansion overseas, 

necessarily from a. position of initial ignorance, they are 
learning fast. If the triumph of Japan's manufacturers is any 
precedent, the most valuable asset of its financial institutions 
in their drive for overseas market share will be the 
shortsightedness of their foreign rivals. 

The two pillars of the Japanese brokers' domestic profita- 
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Nomura Computer Centre: the power of size. 
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bility are laws which keep commercial banks out of the secu- | 
rities business; and a system of negotiated stockmarket com- |. 
missions which makes institutional dealing in Tokyo twice as. | 
expensive as in New York. The big brokers say they would | 
not mind moving over to a system of negotiated commis- | 
sions, but that such a shift would result in their gobbling up | 
business at the expense of the country's 220 smaller firms and_ |. 
perhaps sending some of those to the wall — exactly the type |: 
of instability which Japan's Ministry of Finance (MoF) is in — 
business to avoid. ES. 

After London's deregulatory Big Bang in October, Japan | 
will be the only major world stockmarket still maintaining a | 
fixed-commission system — though in practice, the growing | 
popularity in Tokyo of “block trading" on a net-price basis is | 
likely to mean that more institutional investors will deal ona | 
de facto negotiable-commission basis. - EA 

Article 65 of Japan's Securities Law, which bars commer- — 
cial banks from doing mainstream securities business in much | 
the same way as the US Glass-Steagall Act, shows little sign 
of erosion — to the relief of the big brokers, without whom it — 
would rapidly lose some of their corporate finance business - 
to Japan's long-term credit banks, and some of their retail” 


mercial banks. c 
(The loudest critic of Article 65 has frequently been - 


Sumitomo Bank, the most profitable and most innovative of - 
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VM 
the commercial banks: frustrated in its hopes of making a di- 
rect entry into the domestic securities business, Sumitomo - 
has decided, meanwhile, to link up with Wall Street invest- 
ment bank Goldman Sachs. The two institutions announced | 
in July that Sumitomo would invest US$500 million in | 
Goldman in exchange for 12.596 participation in Goldman's | 
profits.) | ha 

One problem for Japan's commercial bankers, and plea- - 
sure for their investment-bank rivals, is that Japan's corpo- — 
rate sector has stopped borrowing and started investing. | 
Japan's manufacturers accept that they have reached the © 
limits of other countries’ willingness to import their goods. | 
Domestic demand remains weak. Freed of the need to make | 
continuing new capital investment in. expanding production | 
capacity, Japanese companies have instead been using their | 
profits and depreciation to pay down bank debt and buy | 
more portfolio securities. ! E 

Domestic corporations have been the major buyersinthe | 
stockmarket’s four-year rally, stoking up the securities houses; | 
profits with fees for brokerage and advisory services, while | 
Japanese commercial banks’ profits have stagnated. Nomura | 
pi 
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now makes not just twice the profits, but also twice the re- 
turn on equity, of the biggest commercial bank. Dai-Ichi 
Kangyo. 

Many analysts doubted last year that securities houses 
could continue to generate large earnings increases for a fifth 
successive year; but Nomura has gone on to report con- 
solidated net profits of 385.4 billion for the six-month period 
to 31 March, or more than twice the ¥41.6 billion which it 
earned in the whole of its 1981-82 financial year. The undis- 
counted factor which gave Nomura and its peers such a lift in 
the New Year was the boom in Japan's government bond 
market, where yields fell to a post-war low. Nomura's bond- 
trading volume was up 4296 on an annualised basis and trad- 
ing profits tripled. For the first time in 40 years, earnings in 
the bond market exceeded those from equities. 


nlike many overseas stockbrokers, the big Japanese 

houses have not sought actively to cut down their retail 

business as a natural corollary of the growth of their in- 
stitutional business — though, as in most other countries, the 
private investor's share of stockmarket activity in Japan is di- 
minishing. Private investors now account for about 4095 of 
Japanese stockmarket turnover, compared with about 6095 
at the end of the 1970s. 

The big four brokerage houses continue to run 100 or 
more branch offices around Japan catering to blue- and 
white-collar small investors; they continue to hire teams of 
uniformed saleswomen to sell investment trusts door-to-door 
to housewives. The business remains profitable because 
commission charges are relatively high; computerisation has 
brought down the costs of servicing small accounts, and many 
of the small accounts can be consolidated into investment 
trusts. 

These least-Sophisticated small investors may also have 
their occasional role as the “stuffees” of blocks of securities 
bought or held by a stockbroker at an unattractive price. The 
odd public scandal or private complaint serves to remind the 
uncautious investor that the Japanese stockmarket remains a 
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far murkier and more manipulated place than, say, London 
or New York. 

Although retail business is only a diminishing part of the 
the big Japanese houses’ operations, it forms the basis of the 
belief held by many foreign bankers that the big Japanese 
houses are necessarily unsophisticated hawkers of stock 
whose business is dependent on the ignorance and impres- 
sionability of their customers. How can a securities house 
with a corporate culture based on selling investment trusts to 
housewives also sell interest-rate swaps to multinational cor- 
porations and match trading desks with the likes of Morgan 
Stanley? 

One answer is that, looking at substance rather than just 
style, it is precisely the profits made from selling investment 
trusts to housewives which underwrite the cost of selling too- 


‘cheap interest-rate swaps to multinationals, and risking 


being on the wrong end of the bond trade in Wall Street. But 
Japanese houses do recognise that to win business outside 
Japan, and to defend domestic business from the proliferat- 
ing Tokyo offices of foreign securities firms, modern skills 
are at least as important as old-fashioned dedication. 

For their overseas offices, the Japanese houses are hiring 
top local talent and paying the going rate to get it. Nomura 
has hired for its New York office James Needham, former 
New York Stock Exchange chairman; and John Niehenke, a 
former deputy assistant Treasury secretary. The Big Four are 
keen hirers in Britain of Oxford and Cambridge graduates, 
rotating them through six-month training in Japan en route 
to staff London offices. 

One area on which the Japanese securities hauses are now 
working hard for improvement is research — largely irrelev- 
ant to Japanese stockmarket investors, who buy on the basis 
of rumours, tips and business associations, but important to 
foreign fund managers. The Big Four also are busy studying 
the type of performance-oriented fund management which 
has been commonplace in the US and Europe for almost 30 
years. 

The laws and regulations protecting the monopoly of 
Japan's trust banks and life-insurance companies over 
domestic discretionary fund management are gradually 
being loosened, and both Japanese and foreign would-be 
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THE PROFIT CENTRE 


Hong Kong's Connaught Centre, 
home of Hambro Pacific Fund 
Management Limited, a wholly- 
owned subsidiary within the 
Hambros Group - associated with 
banking and investment since 1839. 
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Management, with companies in : = 
Hong Kong and Guernsey 
responsible for a complete range of 
well-established funds with first- 
class performance records. These 
funds cover the currency and 
specialist equity markets in addition 
to the major equity and fixed 
interest markets. 
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The Far Eastern Equity funds are eee ee eee 
run from Hong Kong, with < boo MT . 
additional investment advice being ep r ae wen page 
provided by Hambros' associate | e a ee . 
companies in Tokyo and Australia. TL. eee 
Before investing in the pacific i» e . 
region look at the Hambro Pacific | ps eee eee 
range of funds. They offer you not ; . 
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opportunities you seek. dz 


HAMBROS the proven performers. 
Get the full facts at your fingertips, 
inour informative Fact Pack. 
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Hambro Pacific Fund Management Limited | Og 
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| managers will soon be fighting hard for the business of corpo- | p practical step, the Big Four have 
| rate pension funds expected to total X60 trillion in | eachestablished up-market fund-management units, ostensi- 
| 1996. Pas 2 bly at arms-length from their securities business, to cater 
| . The big Japanese securities houses say they want to be- mainly for foreign clients. Nomura's unit, the Nomura In- 
| come completely international entities, making no distinc- | vestment Management Co. (Nimco), is owned not by Nom- 
| tion between their domestic and international operations. It | ura Securities but by Nomura Research Institute, an af- 
| would be more realistic, however, to narrow the focus | filiated think-tank. At the end of 1985, Nimco ranked 22nd 
| slightly and say that they want, individually and collectively, among the 100 or so managers of US pension-fund money in- 
| to dominate all securities transactions involving Japan: | vested overseas, with some US$345 million under manage- 
| foreign buying of Japanese securities, Japanese buying of | ment from thissource. . 

| foreign securities, and purely domestic deals. Foreigners' money coming into Japan is a drop in the 
| The Japanese houses start from a position of entrenched | ocean. But the true weight of money coming Overseas from 
| Strength in the market for Japanese capital flowing overseas: | Japan has yet to be felt. So far, it has been invested mainly in 
| corporate and institutional investment managers who de- | the US bond market — more or less the only securities in the 
| pend on the services of Nomura or Daiwa to guide them | world big enough to absorb it without too much indigestion. 
| around the many pitfalls and on to the many ramps of the |} Some of it has spilled into the Australian bond market, with 
| domestic securities markets are less likely to jeopardise that | the result that the exchange rate of the Australian dollar is 
_ relationship by passing the overseas portion of their portfolio now determined in Tokyo as much as in Sydney. 

. toa rival foreign house. When — if — the Japanese start buying heavily into 
.... Foreign money coming into Japan is a more difficult pro- | equities, their tendency to act en masse risks making them 
- position. Many foreign investors do not trust Japanese securi- the decisive mover in any market which they choose to enter 
| ties houses to deal with them promptly and impartially, and. | or leave. It may not be a particularly pleasant prospect for 


| to avoid the many conflicts of interest which can abound | British or American brokers. But the era of Japanese securi- 
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| when underwriting, broking and investment-advisory ser- ties houses as a power in the world's stockmarkets is only jus! 
1 vices are being offered under a single roof. beginning. | L 
BANKING IN CHINA CHINA’S USE OF FOREIGN 
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Mor ex room to | Amount contracted (US$ billion) 
move — not so = 
E + | loans [1985 | 3.53 

| much to develop 






pesh 986 (Jan.-June) 2.57 








|. By Elizabeth Cheng in Hongk Direct —— «qe zs 
| By Eliza eng in Hongkong irec 

L- or the 100 foreign banks in China, business has slacken- foreign E] Vae Ao 

E E ed with the slowdown in trade and foreign investment in investment 5.85 
H the country this year. There are only three Hongkong- | | 11986 (Jan.-June) 1.24 


| registered banks with branches and representative offices in 
| China, and they are primarily involved in trade financing, such 
| | as providing documentary credits for import/export; other 
| business activities include remittances and project finance. 

| The Hongkong and Shanghai Banking Corp. (HSBC) has 





Amount utilised (US$ billion) 





| the largest representation among foreign banks in China, External 

| with seven outlets — three branches (Shanghai, Xiamen, loans ir 

| Shenzhen), and four representative offices (Peking, Canton, | - 

| Wuhan, Tianjin). The other two Hongkong-incorporated 1986 (Jan.-June) n.a. 


| banks are the Bank of East Asia — with a branch in Shanghai - 
| and a representative office in Shenzhen — and the Nanyang Direct 1979-85 | 4.6 
| Commercial Bank (affiliated to China's specialised foreign- {| |1984 1.26 

| exchange bank, the Bank of China [BoC]), with two . foreign [ 11985 1.57 

| branches in Shenzhen and a representative office in Peking. investment : 

_ In terms of country representation, however, the Japan- 1986 (Jan.-June) n.a. 
.| ese are the largest contingent among the foreign banks (from 










| atotal of 24 countries, with 160 representative offices and 18 ET REVIEWDIAGRAM by Ricky Hui 
- branches at present), followed by France and the US. they are not allowed to do renminbi business. And even if 
|. . Until the announcement in April 1985 of regulations gov- | they are involved in renminbi business, as long as the renmin- 


| erning foreign-bank operations in China, most foreign banks bi remains non-convertible, they may not be able to convert 
| were only allowed to set up representative offices, which | renminbi earnings into foreign exchange. 

.| were limited to gathering information and establishing con- Under the new foreign banking regulations, foreign- 
.| tacts. The exceptions were the HSBC, the Bank of East Asia, | bank branches and joint-venture banks are allowed to 
| Standard Chartered and Singapore's Oversea-Chinese | handle deposits, overdraft accounts, outward remit- 
| Banking Corp. which, for historical reasons, were allowed to tances and settlement of import transactions — but only 
| maintain branches in Shanghai. with non-local enterprises and individuals. In making 
| Foreign banks in China face a number of unique prob- | loans and other business, they may transact with local 
) | lems, chief of which is the lack of lending opportunities, since | people and enterprises. Although under the regulations 
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foreign banks may take 
deposits and make loans in 
renminbi, they were later 
told that they would not be 
allowed renminbi business 
yet because local financial 
institutions needed pro- 
tection from intense com- 
petition. 

The regulations estab- 
lish three types of foreign 
banks: 

» Foreign-bank branches 
set up by banks with head 
offices located in foreign 
countries or in Hongkong 
and Macau. A branch 
must have operating funds 
in foreign currency equi- 
valent to Rmb 40 million 
(US$10.8 million). 

» Foreign-bank head office — banks solely owned by 
foreign capital with head offices in the special economic 
zones (SEZs); minimum paid-up capital is Rmb 40 million. 

» Joint-venture banks — banks jointly owned by Chinese 
and foreign capital. Minimum paid-up capital is also Rmb 40 
million. 

Banking analysts in Hongkong are critical of the lack of 
rules governing accumulation of reserves and surpluses after 
bank operations start up, and the lack of capital-risk—asset 
and liquidity matching requirements. 
According to one analyst: “The regu- 
lation as it is now is too lax and the 
PBoC [People's Bank of China, the 
central bank] is going to have a hard 
time supervising foreign banks." 

While these regulations give 
foreign banks more freedom to do 
business with foreign entities in China, 
they do not bring much benefit since 
there are not too many foreign- 
related enterprises around. Still, 
foreign banks generally regard the 
move as positive. Although most of 
the operations of foreign banks are li- 
mited to the SEZs, investment and 
loans can be made to regions outside 
the SEZs. 

Hongkong has long been a major 
source of commercial funding for 
China and banks in the territory are 
believed to have provided more than 
HK$3 billion (US$385 million) last 
year (up 50% over 1984), out of a total 
of about HK$3.9 billion in loans to 
China. In the first half of this year, ac- 
cording to China's Ministry of Foreign 
Economic Relations and Trade, or 
Mofert, China signed foreign loan agreements worth 
US$2.57 billion, more than doubling that of the comparable 
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Wang: hopes quashed. 


1985 period. But Mofert said less than 10% of the loans were 


commercial. 

The Hongkong banks' prominence in commercial lending 
to China reflects the fact that most foreign investors in China 
are Hongkong Chinese — who were reported to be involved 
in 80% of all foreign-investment agreements signed last year, 
as well as the high volume of Hongkong-China trade. About 
20% of China's international trade goes through Hongkong. 

However, partly as a result of restrictions on wages and 
hiring policies, overcharging and complex and too-rapidly 
changing investment regulations and policies, foreign invest- 
ment as a whole this year has fallen for the first time since 
China's open-door policy started in 1979. 

Peking has expressed concern over the 20% decline in the 
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Shopping in Shenzhen: greener pastures. 
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first half in the value of overseas-investment contracts (to 
US$1.24 billion, according to Mofert), against the compara- 
ble 1985 period, and is taking steps to staunch this decline. 
One of the most important measures taken recently to boost 
foreign lending to overseas investment in China has been the 
abolition, in July, of the withholding tax on foreign banks' in- 
terest income. “Before the abolition, banks could not justify 
lending because after paying the 10% tax, they would make a 
loss," a Hongkong banker told the REVIEW. 

Foreign banks still have a hard time justifying their pre- 
sence in China. Said a European banker: “None of the 
foreign banks in China make any money because there are 
too few lending opportunities, and on top of that we are 
being charged 10 times what local staff is worth on the mar- 


ket, and ripped off on all sorts of other things.” 
M China now, he added.«They are questioning whether 
they need more than one office in China, particularly 
when it costs at least US$300,000 a year to maintain a two- 
executive office. A bank with four or five offices may end up 
losing US$2-3 million a year. But banks are in a dilemma: 
once in, they fear they cannot pull out without antagonising 
the Chinese authorities and losing all the goodwill they have 
painstakingly cultivated and whatever future chances they 
have of doing business with China. 
Still, international banks can afford to stay on in the hope 


any of the banks' head offices are turning negative on 





that China will eventually open up its domestic market. It has 





been estimated that foreign banks with offices in Peking will 
have to lend some US$4-6 billion a year to operate profita- 
bly, a mere pipedream now, considering that China only bor- 
rowed an estimated US$500 million from foreign banks last 
year and borrowing is expected to be kept below US$800 mil- 
lion a year for the next five years. 

Although China's dwindling foreign reserves may signal 
more borrowing, hopes that loan demand will rise substan- 
tially this year were quashed with the announcement by Fi- 
nance Minister Wang Binggian in April that foreign borrow- 
ing for 1986 will be Rmb 5.5 billion (still sharply more than 
1985's Rmb 2.5 billion). But this is minuscule compared to 
China's projected expenditure of Rmb 214.14 billion this 
year (CHINA TRADE REPORT, May). 

In some cases, however, entities have preceded legal def- 
initions, causing confusion to already perplexed bankers — 
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ho at Holiday 
, Offer you the ultimate 


C E in hospitality? 










People Pleaser See Foon Koppen 
i Regional Vice-President 
M — Marketing & Human Resources 


$ Hospitality: Its definition is elusive, but 
; its presence essential. It could be the warm 
smile of a bell-boy, the graciousness of our 
front office staff, the detailed attention of our 
housekeeping department... 

Whatever the definition, the underlying 
principle is knowing that the customer is the 
boss. I have a commitment to nurturing 
staff who recognise the real boss when he 
walks through our doors. 

We've given you the ultimate in Room 
Guarantees. Now we give you a special 
promise of hospitality that will make your 
every stay with us a memorable one. 





Er [7 & 
E i * See Foon Koppen. 


„Icare about the small things in life. 


Motdas 
| International-Asia/Pacific 


For further information and reservations, contact your travel agent, 
any Holiday Inn hotel or our Regional Director of Sales, 
c/o Holiday Inn Harbour View Hong Kong. TST PO Box 98468. 
70 Mody Road, Kowloon, Hong Kong. 
Tel: 3-7215161. Telex: HX 38670, Cable: INNVIEW. 


Holiday Inn Hotels in Asia/Pacific 
Bangalore * Lido Beijing * Bombay 
Colombo * Golden Mile Hong Kong * Harbour View Hong Kong 

Islamabad * Johor Bahru * Kanazawa * City Centre Kuala Lumpur 
. On The Park Kuala Lumpur * Karachi e Kuching * Kyoto * Manila * Nagasaki 
Nankai-Osaka * Narita * Park View Singapore * Penang « Royal Singapore 

Surfers Paradise Gold Coast * Menzies Sydney 

Tokyo * Toyohashi * Yokohama 
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onths, with capitalisation rangi 
million for the China International Finance Co. 

(equally owned by BoC’s Shenzhen branch, Bank of East 
Asia, Nomura Securities, Sumitomo Bank and Security 
Pacific Corp.), to US$40 million for a 50:50 cooperative 
venture (yet to be named) between the Ningxia Islamic 
International Trust and Investment Corp. and an Egyptian 
bank. 

With no specific law, governing their capitalisation or their 
sphere of operations, many bankers are asking whether it is 
fair or consistent to have rules for joint-venture banks in the 
SEZ, setting minimum-capital requirements at Rmb 40 mil- 
lion, and no clear rules for joint-venture finance companies. 

The only joint-venture bank so far, the Xiamen Interna- 
tional Bank (XIB), with paid-up capital of HK $420 million, 
has been troubled by problems at its foreign partner Panin 
Holdings’ parent office in Indonesia. The bank, which offi- 
cially opened in March, declared a HK$8.53 million profit 
for the first six months of operation, following criticism 
from local officials on the XIB’s poor choice of a foreign 
partner. 

The mayor of the Xiamen Municipal People’s Govern- 
ment told the press in July that one reason for choosing Panin 
as a partner was because they lacked experience at that time, 
and had had dealings with a Panin subsidiary before. Panin’s 
share of the venture is 60% , with the rest owned by the Indus- 
trial and Commercial Bank of China, Fujian branch (15%), 
Fujian Investment and Enterprise Corp. (15% ) and the Con- 
struction and Development Corp. of Xiamen SEZ (10%). 

"There has been a lot of disappointment with joint-ven- 
ture banks because of their lack of exclusivity," said a Hong- 


Treading water 
for now, but 
down the road... 


By Ang Peng Hwa in Singapore : 


region's prospects in the short run, but bullish on the 
long term. Last year, when the Singapore economy 
underwent its first contraction in more than two decades, 
merchant banks were able to keep their heads above water. 
They relied mainly on offshore operations for their income. 
Total assets/liabilities in 1985 grew by 996 to S$28.2 billion 
(US$13.1 billion), the same growth rate as in 1984. But this 
year, the economies of Malaysia and Indonesia are expected 
to contract, owing to depressed commodity prices. And mer- 
chant bankers do not see their Singapore operations offset- 


M erchant bankers in Singapore are bearish about the 


ting this adverse impact. 


Ihe domestic-banking units of merchant banks, which 
contribute less than one-quarter to balance-sheets, saw their 
activities slow down markedly last year. Total domestic as- 
sets/liabilities grew by 9% , compared with 32% in 1984. 

Battening their hatches as the Singapore economy 
shrank, merchant bankers have consolidated their opera- 
tions and are now concentrating their efforts. Top on the list 
is the capital market. 

Syndicated lending has almost dried up and the buzzword 
these days is securitisation of debt. Tradeable instruments 
such as the revolving underwriting facility (RUF) and the 
note-issuance facility (NIF) caught on very quickly after they 
were introduced in early 1985 by ship-repair conglomerate 
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kong banker. It is unlikely that joint ventures will attract too 
many foreign banks already established in China because of 
the potential for conflicts. A foreign partner usually expects 
to get more knowledge and connections in China out of a 
joint venture, while the Chinese partner hopes to acquire 
more modern banking expertise. 

Trade-financing business has also slowed down. With Pe- 
king clamping down on foreign-exchange spending since 
April 1985, banking sources in Hongkong have reported a 
fall in letters of credit (LCs) by 20-30% in the months that fol- 
lowed, coupled with contract cancellations, problems with 
fulfilling contracts and delayed LCs. These problems will re- 
main as long as the foreign-exchange squeeze continues. 


ongkong's trade with China, Hongkong's No. 1 
re-export market, was sluggish in the first half with 
re-exports to China falling 28% in value compared 
with the same period in 1985, (About 20% of China's inter- 
national trade is coursed through Hongkong each year.) 
Hotel financing, a popular project until last year, has fall- 
en out of grace with banks, in anticipation of a glut in the next 
few years. Hotels in Canton and Shenzhen are already re- 
porting declining profitability (REVIEW, 7 Aug.), and with 
tourism removed from the list of priorities, Chinese au- 
thorities are slower to give approval to new hotel projects. 
Since margins on loans to China are very fine by interna- 
tional standards — with rates of not more than 1.375% above 
the London inter-bank offered rate (Libor), and often be- 
tween 0.5% and 0.25% above Libor — and competition is 
keen, many foreign banks are involved in leasing and paper 
issues for extra income. There are five joint-venture leasing 
companies in China, all with foreign-bank participation — 
including Standard Chartered, Banque Nationale de Paris, 


ae NS 


Singapore's financial centre: consolidation of operations. 


Keppel Shipyard (now known as Keppel Corp.) and shipping 
company Neptune Orient Line. Both have the government 
as majority shareholders. 

A high-powered Economic Committee, set up last year to 
diagnose and treat the economic ills of Singapore, suggested 
that more government ministries and statutory boards meet 
their funding needs through such issues. 


The move into the capital market represents in part a dry-. 


ing-up of lending opportunities and in part a chariness in 
financing companies during a recession. Partly because of 
bad loans, one merchant bank, Armco Pacific, will close its 
doors soon. Its parent company, Armco Inc., had decided in 
1984 to divest its financial services to concentrate on the steel 
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Sanwa Bank, Dresdner Bank, Bank of Communications and 
Hokkaido Takushoku Bank. Some other banks, such as 
Citibank, are involved in tax-leverage leasing, currency 
swaps (for example on yen bonds) and countertrade. 
Japanese banks currently lead the Chinese overseas bond 
market, given China's preference for issuing yen bonds in the 
past because of comparatively low interest rates. But with the 
continued strengthening of the yen, making repayments ex- 
tremely costly, China is expected to diversify to other curren- 
cies. The BoC and the China International Trust and Invest- 
ment Corp. together made 10 bond issues on China's behalf 
last year, half of which were yen-denominated ones. And this 
year, three more Samurai bonds were issued, including a ¥40 


billion (US$261 million) Samurai bond fixed at 6.3% for 10° 


years, led by Daiwa Securities. 

China has begun to borrow in other markets, such as Bri- 
tain (CDs) and West Germany, and is expected to launch 
bond issues in the US next year, once the court case on pre- 
Revolution bonds is fully settled — and signs are that it will 
be settled in China's favour. Since last year, a couple of 
Hongkong dollar CDs have also been issued, including a 
HK$100 million CD by the BoC at a fixed rate of 9.85% for 
three years. 

The trend in coming months, as Richard Ho of Barclays 
Bank sees it, is for more capital project finance, focusing on 
energy (power plants) and transport (aircraft, highways). 
The swing away from financing small foreign investors to 
financing big state corporations will become more pro- 
nounced, he said, though China is now taking steps to im- 
prove foreign-investment conditions and to rectify some of 
the problems plaguing investors. 


business. Since November 1984, the merchant bank had been | 


casting around for a buyer. Saddled with shipping and heavy 
machinery loans that soured, it could not find a suitable one. 
It will fold by the end of the year. 

But bankers see only limited scope in RUFs and NIFs. By 
their very nature, such facilities require good names willing 
to borrow, and able to repay, at least S$30 million. The name 
is essential for the notes to find a ready secondary market and 
the large amount is necessary to ensure that the borrower, 
who usually uses it to refinance existing debt, actually cuts 
the cost of borrowing after the bankers have collected their 
fees. 

Bankers do not see many companies in Malaysia and In- 
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donesia fitting the bill, as the prime 
names have been taken up and, more 
importantly, the economies are de- 
pressed. Some bankers in Singapore 
expect RUFs and NIFs to go down- 
market after second-best names; 
others predict a variation of the 
theme in tradeable instruments. 

Another area merchant bankers 
are pursuing is the more traditional 
corporate-advisory business. The 
heady days of underwriting fresh list- 
ings have yet to return. The S$443 
million earned last year, represent- 
ing an increase of 9% over the previ- 
ous year, owed mainly to increases in 
rights and notes issues outside Singa- 
pore. But merchant banks are ex- 
pecting an increase in fees from ad- 
vising mergers, acquisitions and re- | 
structuring from the five-year low of 
$$4 million last year. 


erchant banks have featured 
prominently where debt-laden 
companies have been forced 
to restructure to satisfy creditors — 
or simply keep themselves viable. 

Some banks are knocking on 
doors to market their advisory ser- 
vices. Said one senior banker: 
"There are companies still run in the 
traditional family way. The present difficulty will move them 
to more Western ways." 

The other area of growth is likely to be in fund manage- 
ment. The value of investment portfolios managed by mer- 
chant banks on behalf of clients expanded in 1985 by 31% to 
$$333 million, a growth rate double that in 1984. A research- 
er in a Japanese bank said: “Investors can't go into business 
because regional economies are weak. So those looking for 
viable investments look to fund management.’ 

Banks bullish on fund management identify Indonesia as 
a rich source. But in Singapore, they cite the government-run 
pension scheme, the Central Provident Fund (CPF), and the 
Post Office Savings Bank (POSB) as two institutions which 
tie up funds that might otherwise be available for. private 


management. 
TAY HOON 











Building: the big bite. 








n UT 
... The CPF bi ites 25% of ane employ- 
ee’s salary! and 10% of his employer's 
contribution into an account that is 
restricted to investment in gold, 
stocks and property. The POSB, on 
the other hand, has been so success- 
ful in wooing depositors that it 
now has some 2.8 million savings ac- 
counts; interest payments on these 
| gees is gnawing deep into its pro- 
- fits 

The Economic Committee has re- 
commended that CPF money be 
liberalised and that part of the funds 
be managed by approved fund man- 
agers. 

There are clear signs that the 
government is heading in that direc- 
tion. Over the next few months, it is 
lowering the interest payment on 
CPF money in stages to the level of 
that paid by the Big Four local banks 
and the POSB. 

The competition for all this busi- 
ness is likely to come from Tokyo, 
not Hongkong, as predicted by the 
Economic Committee. Said a senior 
banker: "The potential force of 
Tokyo is not to be underestimated. It 
may leave Singapore and Hongkong 
out in the cold." Bankers worry that 
expertise may flow to Tokyo instead 
of Hongkong or Singapore, perhaps 
retarding the development of Singa- 
pore into an international financial centre. 

However, other bankers point out that Singapore is un- 
likely to be relegated to the backwaters of international fi- 
nance, as it is one of the centres in which Japanese banks 
place securities. More Japanese commercial banks are ex- 
pected to open merchant-banking arms in Singapore to over- 
come restrictions at home. Japanese commercial banks can- 


ROBERT COTTRELL 


not open merchant banks there, nor underwrite bonds or 


notes. One way around the regulations is for the commercial 
bank to open a merchant bank in Singapore and to manage it 
as a separate entity. 

Long-term prospects are positive, said one business-deve- 
lopment manager, adding: "Singapore will. complement 
Tokyo, because if you're after business in the region, you 
have to come to Singapore." 
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THE QUEST FOR THE WORLD'S 
FASTEST RED HERRING 

























If theres a formula for success 

in the financial community, it surely 

P" hassomething to do with the flow 
rate of information. 


The faster word of the deal goes out, the 
faster the response. 


In our business—financial printing—the word goes 

out in a “red herring,” a prospectus written to tell a 

financial story in full, printed with total accuracy, and 

P^ -distributed with all possible speed. But just how fast is that? 
We're working on a new system of measure. 


P" Itsan on-going project. Back in 1973, we taught computers our 
| " trade. And computers did for us what they' ve done for many— 

* dramatically increased our speed. Then we extended our lines of 
" éofmmnieation across the Atlantic to London and the financial centers 
of Europe. 


be 


NS 


/ ' Now, with links to Asia, the Far East, and Australia, we can deliver an entire job to 


j^. almost any major financial center in the world in a matter of minutes. 
Wis In the race of the red herring, we intend to see the winners all wearing one color. 
“Uf Pandick blue. 


s Te 





$$ PANDICK, Inc. 


345 Hudson Street, New York, N.Y. 10014 
(212) 741-5555 Telex No. 12009 


Full-service offices and plant affiliations in financial centers throughout North America and the world. 


(Affiliates) United Kingdom: Burrup Mathieson, Williams Lea Sweden: Esselte Vaerdetryck AB Australia: Melbourne—MacKenzie Typesetting; 
Sydney-R.T. Kelly Hong Kong: Printrite Press (HK) Ltd. Japan: Obun Printing Co. Singapore: Form & Function Pty. Ltd. 
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. The re-opening of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world's largest potential market. 


L 

As Huan Xiang, a member of the Standing 
3 Committee of the People's Congress and 
1 





adviser to the Chinese Academy for Social 


Sciences, explained at a conference in Bei- 
jing in May 1985: 


"The policy of opening up to the outside 
Bord has become a long-term fundamental 
= policy of the government. The government 
_ first made a decision to adopt special policies 
. and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
1 Shenzhen, Zhuhai, Shantou and Ziamen, 
- opened up the 14 coastal cities and Hainan 
- Island, actively enlarged the scale of external 
E. economic and technical exchanges and co- 
- operation, and actively utilised foreign capi- 
E tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
E 
|. cooperative production projects and all- 
— foreign-owned firms.” 


L In 1984, the 14 coastal cities alone signed 
over 400 agreements on utilising direct 
a foreign investment and nearly 1,000 agree- 
ments on taking loans from foreign entities 
- for effecting technical transformation, with 
_ the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
| of the previous five years, and 2.5 times the 
1 total of loans. 






















This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume and channels of doing foreign 
business, the forms of doing business 
and the legal, regulatory and tax environ- 
ment. 












It also provides practical information on 
the many do’s and dont’s through the use 
of enlightening case histories. 









A guide to Sort business 


(195 pages — liberally illustrated with colour plates, maps and graphs) 


The Authors 


Robert Delfs 


Robert Delfs joined the Far Eastern Economic Review as China Business Correspon- 
dent in 1981 and is a former editor of the Review's China Trade Report. He has also 
contributed articles to other publications including the London Times, and the China 
Business Review. Based in Hong Kong, Delfs travels frequently in China and the Asian 
region. A graduate of Stanford University, he attended Princeton University as a 
graduate student in Chinese history and studied Chinese and Japanese in Taipei and 


Tokyo. 


Thomas D. Gorman 

A graduate of Princeton University’s East 
Asian Studies Department, Thomas 
D. Gorman began the study of mandarin 
Chinese in secondary school in his home 
town of Wilmette, Illinois. He is now Pre- 
sident und Publisher, China Consultants 
International (Hong Kong) Ltd. He has 
been a Hong Kong resident since 1974, 
and began travelling in the People's Re- 
public of China in 1975 on behalf of 
China Consultants International. 


Owen D. Nee, Jr. 

Owen D. Nee, Jr. isa partner of the inter- 
national law firm, Coudert Brothers, and 
is in charge of the firm's China practice. 
He is a graduate of Princeton University 
and Columbia University Law School, 
where he was a member of the Board of 
Editors of the Law Review. Nee first 
studied Chinese in the 1960s at the 
Chinese University of Hong Kong while 
serving as a Princeton-in-Asia Fellow at 
the University. 


— Your Copy of This Valuable Book Today! 


Circulation Manager, Far Eastern Economic Review, 
G.P.O. Box 160, Hongkong. 


Please send ........... copy(s) of China for which I enclose US$60 per _ 
copy. For surface mail delivery add US$4, for airmail delivery add 


US$15. 
Name: 
Address: 
Type of Business: 
Title: 


t 
| 
| 
| 
| Send to: 
| 
| 
| 
| 
| 


You may forward payment in equivalent local currency. 
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example, you could summon 
an appointment calendar, a phone 
list, a calculator or a notepad. ‘Touch a key 
and you're back in your spreadsheet. 


New 3.5-inch diskettes. Smaller, but bigger. 
'The PC Convertible uses 3.5" diskettes. Smaller 
than the kind you may be used to, yet able to hold 
twice as much information. And if you already own 
an IBM PC, transferring data to and from the PC 
Convertible is easy. All you need is an option called 
the IBM 3.5" External Diskette Drive, which hooks 
up to your existing PC. And speaking of options, 


e optional PC Convertible printer snaps 
it on to the back, adding just 11cm to the 


Pick one up today. 
It's not hard to do. 

The PC Convertible 
weighs just over 5'2kg, and 
the price is light too. Visit an 
IBM Authorised Dealer or 
call your IBM marketing 


representative to see the new 


IBM PC Convertible in action. 
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Pointing the way to more efficient 


financing on the world capital 
markets. 













meat Straight off, Yamaichi can give you 
RE a number of excellent reasons to 
<== finance overseas. Among them, the 
recent growth of overseas markets, 
deregulation and the powerful 
new financial techniques. 


H More often than not, in the 
i | nam SIMPEL AS E dotes «C CSV OR PAS I current environment of changing 
».8 ^ eS 7m foreign exchange rates and the need 
LH E j S3 | for alternative forms of financing, the 
| In ninm a PEN | best strategy calls for fund-raising 
in in multiple currencies on more than 
Hr j one market. 
n il ~ As a fully-integrated financial 
institution, managing USS 68 billion 
in customer assets, Yamaichi is in 
the forefront of the capital-market 
LLL LLLLLLLLLL LM |D S ; i revolution. Were a primary leader 
mmm | t A. REN in foreign-currency “Shogun” bonds 
| " | ); B^ L 3 | N in Japan. Our Euromarket activities, 
EB. A 1 particularly in Euroyen bonds, and 
EE T d | equity-related and swap-driven 
issues are first rate. 


Yamaichi can work to your advan- 
tage in all major capital centers of 
the world — including Japan. As the 
foremost Japanese house in M&A 

———— | and venture capital investment, 
acce B di Yamaichi can also help you acquire 

: a — ee. | leading-edge technology and a 

ready-made foothold in the 
Japanese market. 


Contact Yamaichi today for a possi- 
ble new direction in fund-raising. 


| YAMAICHI 


YAMAICHI SECURITIES CO., LTD. 
YAMAICHI INTERNATIONAL (H.K.) LIMITED. 


Head Office: Tokyo, Japan Tel: 03-276-3181 Telex: J22505 Yamaichi International (H. K.) Limited: Tel: 5: 248014 Telex: 73747 
Yamaichi Merchant Bank (Singapore) Limited: Tel: 2211466 Telex: 23015 — Yamaichi Australia Limited: Tel: Sydney 02-232-8600 Telex: 71283 
Seoul Office: Tel: 02-776-2230 Telex: K26651 Beijing Office Tel: 500-3762 Telex: 22829 Melbourne Office: Tel: 03-62-1644/5 Telex: 152424 
New York, Los Angeles, Chicago, Montreal, London, Amsterdam, Frankfurt/Main, Zurich, Geneva, Paris, Bahrain 


Who — you can make even more money 
en interest rates are falling’ 


INTEREST RATE CHART 


Citifunds does. 


When interest rates are falling there's a better way to maxi- 
mize your investment returns through Citifunds' Citibonds. 


What are Citibonds?* 

Citibonds are pooled investment funds or “‘unit trusts" 
which enable you to participate in a large and diversified 
portfolio of high yielding bonds in various markets. You can 
switch from one unit trust to another as many times as you 
wish at no extra cost. You may invest in Citibonds U.S. 
Treasury or Citibonds U.S. Dollars, Yen or Deutschmarks. 
Citibonds are managed by top investment experts from 
Citibank. 


Other Citifunds Investment Alternatives. 

With a Citifunds account you have a wide choice of deposit 
and investment options. We offer time deposits in eight 
currencies, spot trading in foreign exchange and London 
Gold, integrated deposit and investment accounts in the 
U.S. and the Asia/Pacific region, plus many other attractive 
product features. 


Citibonds means personal service with 
minimum risk. 

With Citifunds you have absolute confidentiality. In all 
cases you will be dealing with your own personal account 
officer who will provide you with the most up-to-date 





information from the investment experts of Citibank/ 
Citicorp. So you can rest assured your portfolio is in good 
hands with the world's leading banking corporation. 


If you want to make the most out of your money, please give us a 
call or write to us at: 


Singapore: Hong Kong: 
The Private Bankmg Group The Private Banking Group 
Citibank, N.A. Citibank, N.A. 


10th Floor, UIC Building 
Shenton Way, Singapore 0106 
Tel: 221-0066 


29th Floor, Citicorp Center 
18 Whitfield Road 
Causeway Bay, Hong Kong 
Tel: 5-8305357 


Name: | | 





Address: 
Tel: 





CITIFUNDS 


The most comprehensive banking and 
investment services in Asia. 





f 
CITICORP © CITIBANC | 


PR ae d oU he CEN INR da 2 


* Citibonds are managed by Citicorp Investment Services Limited, a wholly owned subsidiary of 
Citibank, N.A. 
Returns on an investment in Citibonds can fluctuate and the value of units can go down as well 


as up. 


Introducing the IBM PC Convertible. 


lake it wherever business takes you. 


Now there's an IBM Personal Computer 
you can use when you're in the office. And 
when you're not. The new IBM PC Convertible 
gives you the power of a desktop computer even 
when you're not at your desk. 

On the road, use its easy-to-read f lip-up screen and 
rechargeable battery. Back at the office, simply 
remove the flip-up screen and attach an optional 
adaptor and monitor. 


A full-size PC in a convenient new size. With the 
PC Convertible's two disk drives and up to 512KB 


of memory, you have plenty of power to use many 









of the best-selling PC software programs. 


| ~ e The PC Convertible’s uncramped 


keyboard has the same functions 
as those of other IBM PCs, and 
its crisp flip-up screen displays a full 80 columns 


by 25 lines. pow 


Frequent flyers benefit from our 
programs... Whatever software you 


normally use, the PC Convertible’s 


make life on the road a lot easier. 


In the middle of a spreadsheet, for 





Little Tramp character licensed by Bubbles Inc, s.a. IBM is a registered trademark of International Business Machines Corporation 
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Bank Negara: a squeeze on rates. = = ~~ WENOYFOROYCE 


MALAYSIA 


Tougher all the X 
" 2 d | thom ritos annie 
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The Plaza doesn't leave anything to hit or miss, 

* m a (n always anticipating the guest's needs down to 
respite in sight go e 

| The Plaza—in midtown Seoul for business access 

By Nick Seaward in Kuala Lumpur and commercial convenience. With an amiable 


alaysia is becoming a tough place to do business, as far " ambiance, personalized SERED, Jon" great 
as banking is concerned. Deposit rates are being kept cuisines, and fully modern facilities. 
artificially low by the central bank, Bank Negara Ma- Altogether the Plaza is proud of 
laysia (BN) and fee-based income is drying up. The weaken- these and many more pluses to 
ing ringgit is forcing money abroad, and collateral — mainly make the business traveller feel 
property or shares — on existing loans has lost much of its very distinctive indeed. 
earlier value. In short, the profit margins of the merchant 
banks are suffering and little respite is seen to be at hand. 
Capital outflows from Malaysia are creating a certain 
amount of suspicion about the roles of the foreign banks. In 
-June, BN issued a warning to foreign banks based in Malay- 
sia against soliciting money for deposit in their branches in 
other countries — but if even they had indeed been doing Tel :771-22 Cable: PLAZAHL SEOUL 
guilty of that breach of local banking regulations, they could Telex: K26215 or K24424 Fax: (02) 756-3610 
hardly have been responsible for the bulk of the more than f 
US$2 billion now estimated to be leaving the country every 
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The weakness of the ringgit, which has prompted this sud- | i SEOUL PLAZA Tokyo Office Tel. (03246-0234 Tix, 
den acceleration in the rate of capital flight, has also proved 2222876 GBC JAP J. Fax. (03)246-0098 lil Odner Hotel 
an all-too-tempting target for speculators. Although BN de- Representatives Bangkok: Tel. 2521181 Singapore: Tel. 
nies having done so, bankers say that on at least one occasion : he gue soot gerd gl e elf api 

£ S0, Dan Sa} / Tel. (0611)770551 London: Tel. (01)937-8033 Wl 
BN has moved in decisively to force up inter-bank money- Orient/Supranational Taipei: Tel. (02551-1111 Hong Kong: 


Tel. 5-411117 Bi Prince Hotels Inc. Tokyo: Tel. (03)209-8686 
Paris: Tel. 1-45-79-92-30 Bi Loews Representation Interna- 
tional Call Toll Free 800-223-0888/North U.S.A./Canada 


market and swap rates to flush out the short sellers. 

In early May, for instance, the rate being quoted for 
three-month money was 18% , compared with the mode base 
lending rate of the commercial banks of 10.75%. Overall, be- 
cause of the ringgit outflows, the general tight liquidity of the 
banking system has forced up three-month money-market in- 
terest rates to an average of 10.6%. 

The average lending rates of the merchant banks de- 
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creased from 13.1% in 1984 to 10.9% by the end of last year, 
according to BN. This was due to a lowering of the average 
cost of deposits from 10.4% to 8.3% over the same period. 
As a result of the lower interest rates being offered by the 
merchant banks, the growth rate in this sector's total deposits 
dropped from more than 30% to less than 15% last year — 
but this lower growth was probably also due to a dramatic de- 
cline by 45% in the deposits placed by the commercial banks 
because of the drop in their cwn deposit base. 

Deposits of the merchant banks rose M$560.2 million 
(US$215.5 million) to M$4.65 billion last year — the major- 
ity of which had been placed by corporate clients rather than 
the commercial banks and the finance companies. In Malay- 
sig, the merchant banks are not allowed to accept deposits of 
less than M$1 million from the corporate sector, compared 


with a minimum of only M$250,000 from other financial in- 
BERNAMA 








stitutions, but this did not prevent a further M$489 million 
coming in from that source. 


und-based activities of the merchant banks — basical- 

ly lending — increased their share of merchant-bank 

earnings to nearly 65% of the total. Total loans ex- 
tended by the merchant banks (including trade bills and re- 
financing) were, however, up by only 8% — only half the 
growth rate achieved in 1984. Nearly 60% of total lending 
took the form of short-term loans with a repayment period of 
less than one year. 

With the drastic downturn in corporate activity last year, 
it is hardly surprising that fee-based income of the merchant 
banks fell by nearly 11% in 1985 and accounted for only 
33.5% of total income. compared with 40.2% the year be- 
fore. This lower figure of 33.5% is only just above the 30% 
minimum laid down by the central bank and there must be 
some doubt as to whether a few of the 12 merchant banks 
licensed in Malaysia will be able to reach that level this year. 

The government, through the Capital Issues Committee 
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(CIC), has only recently announced a relaxation of a freeze it 
imposed last year on the listing of new shares on the Kuala 
Lumpur Stock Exchange (KLSE). This freeze had a predict- 
ably severe effect on the banks' underwriting business. In 
1985, they underwrote 29 issues with an aggregate value of 
M$247 million, compared with 42 issues totalling M$462.4 
million the year before. 

So far this year there have only been five new issues and 
the final tally by the year-end is expected to be fewer than 10, 
unless the current depressed state of the stockmarket shows 
some dramatic upturn in the final quarter. Once the market 
picks up, however, there is likely to bea flood of new applica- 
tions for listings, as BN revealed that no fewer than 53 feasi- 
bility studies and project reports were drawn up last year by 
the merchant banks on capital restructuring, share issues and 
public flotations. 

With fee-based income sharply down, the merchant banks 
were expected to have plunged into the stockbroking busi- 








ness this year, following the decision by the KLSE member- 
ship to admit corporate members. So far, however, only one 
of the 12 — Arab-Malaysian Merchant Bank Bhd — has 
negotiated to buy a stake in an existing stockbroking firm, 
the Kuala Lumpur-based Kris Securities Bhd. 

Stockbroking sources told the REVIEW that other banks 
are unhappy at having to pay substantial amounts for good- 
will by buying into existing firms and they would rather set up 
wholly owned stockbroking subsidiaries as the Big Four com- 
mercial banks in Singapore have been allowed to do. 

The central bank has made attempts to help out the mer- 
chant banks by allowing them access to financing under the 
government's M$1 billion New Investment Fund (NIF) 
scheme, which was initiated in September last year. At first, 
the merchant banks were only permitted to syndicate NIF 
loans, but in February they were allowed direct recourse. 
That same month, however, BN raised the merchant banks' 
statutory reserve ratio from 2.5% of eligible liabilities to 3%, 
having previously raised it from 1.5% to 2.5% less than a 
year before. Oo 
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International 
Merchant Banking Services 
throughout the Asia-Pacific region 


@ Financing and Capital Markets 


@ Corporate Advisory Services and Underwriting 


@ Eurobond Sales and Trading 
@ Foreign Exchange and Treasury 


@ Bullion Dealing 
@ Securities Trading 


@ Greenwell Montagu-International Stockbroking and Research 
@ Offshore Trust and Company Management 


Hong Kong 


35/F Two Exchange Square 
8 Connaught Place Hong Kong 


Telephone 5-8442888 Telex 61172 


GP SAMUEL MONTAG 


London 


114 Old Broad Street 
London EC2P 2HY 
Telephone 01-588 6464 Telex 887213 


Other offices and associates in the Asia-Pacific Region in Seoul Singapore Sydney Tokyo 
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provide just that. Mr. Kiyoshi Kik «chi, ri 
of our Asia Division, does not refer. am 
decisions up for approval. 


Final decisions regarding all Mitsui] He owe pl "e S gcn 
: ‘ : : is simple: he sin the closest contact wi 
Bank operations ls Asia are taken at| clients in Asia and. understands the 
Asia Division Headquarters. | conditions in each market best. Mitsui 
offers clients skill and strength in fields 
traditional and fields new. In addition to our 
commercial banking operations for local 
and international corporate clients, we are 
also active in the field of investment 
banking and a wide. range | of information 
and capital management services. For 
investors and borrowers, streamlined 
service, 
Address your needs to Mitsui You'll be 
sure of a swift response. . 








1-2, Yurakucho i-chome; hoia. -Ku, Tokyo 100, Japan 
Tet (03) 501 as Telex 422378. 422559, J22643, J22644 


Bangkok, Raj jawongse, ‘Bombay, Sidon Hong Kong, Beijing, Shanghai, 
Guangzhou, Dalan, Sedul, Manila, Kuala Lumpur, Jakarta, Sydney, Melbourne 
Mitsui Finance Asia Limited, Hong Kong 
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—~ PROFITS ARE EARNED THROUGH-YSE—-NOT OWNERSHIP — OF EQUIPMENT ~~ 
NOW, WE MEET ALL YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 
FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC'S NETWORK 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 
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OLC's subsidiaries and affiliated Companies in Asia 


a 
r&y cuc oct teen atari, Orient Leasing (Asia) Ltd. 


— Orient Leasing (Hong Kong) Ltd. : : ; 
Singapore — Orient Leasing Singapore Ltd. Licenced Deposit—Taking Company 


TM. à " * V w wu 
Mayes Sree ore n Orient Leasing (HK) Ltd. 


Korea — Korea Development Leasing Corporation 





Equipment Leasing Specialist 


Orient Leasing Co., Ltd. Philippines — Consolidated Orient Leasingand —— 30'h Floor, United Centre, 95, Queensway, Hong Kong. 
Thailand — Thai Orient Leasing Co., Ltd. Tel: 5-295522-7 Telex: 75680 OLCHK HX 
TOKYO Sri Lanka — Lanka Orient Leasing Co., Ltc. 


China — China Orient Leasing Co., Ltd. 





INDIVIDUAL INVESTORS 


An ever-hotter 
chase for 
the affluent 


By Michael Bishara in Hongkong 


hasing the dollar of the more affluent is turning out to 
é be a real winner for both bankers and clients in Asia. 

Banks are selling advice and what they term “global 
strategy” for a fee; investors gain their benefit in financial 
terms for both areas of expertise — so the theory goes. 

This, in itself, is nothing new. The Swiss and others have 
been offering the service to high-net-worth customers for dec- 
ades. The new twists are the much-reduced joining fee for 
the club and the international range of options available for 
investment, an area once the domain of the merchant banker 
and a select preserve of exceptionally wealthy customers — 
usually institutions. 

In particular, Singapore and Hongkong bankers are giv- 
ing more of their business time over tc the pursuit of the 
high-net-worth investor. Singapore acts as the magnet for 
the upwardly mobile in 
Malaysia, Indonesia and 
Brunei, while Hongkong 
is the hub of the Taiwan, 
Philippines and Thailand 
dragnet. Qualification for 
this private-banking sec- 





tor starts around the 
US$500,000 — liquid-cash 
mark. 


But it is in the chase 
for the dollar of Hong- 
kong's burgeoning mid- 
dle class that the competi- 
tion is most intense. Toss 
HK$50,000 | (US$6,400) 
in the air and you are 
likely to have more than 
100 fund managers 
scrambling around. “Ten 
years ago you would have 
got hooted out of the 
room if you suggested 
there would be enough 
private-investment busi- 
ness in Asia to open a de- 
partment,” commented a 


Hongkong-based mer- 
chant banker. 
Somewhat surpris- 


ingly, given the current 
promotion of access to 
world bourses and funds 
for Asian investors, it is 
estimated that about 
70% of private-banking 
clients’ funds channelled 
through Singapore re- 
main firmly ensconced 
within the city state. In 
Hongkong, the average is 
said to be around 50%. 
Banks tend to grade 
high-net-worth candi- 
dates in two categories. 


NAE ee 


Hongkong bustle: intense competition. 
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To be eligible for private-banking facilities takes a minimum 
of US$500,000 in liquid form, while anywhere from 
US$5,000 up will qualify for special rates and services. In 
many cases, the former pays advisory and transaction fees, 
while the latter pays a front-end plus transaction costs. The 
lowest end of the scale gives investors little or no discretion- 
ary control of their funds but they can still choose the type of 
fund — usually currency, unit-trust or equity — which they 
wish to invest in. 

Generally speaking, banks are reluctant to define 
parameters for the private investor in the expectation that, 
given the pace of change, the fund investor at HK$100,000 
may rapidly turn into a private-banking client with US$1 mil- 
lion to invest. 

Conditions, parameters and titles vary — some institu- 
tions tout private discretionary banking facilities for all but, 
in fact, like anything, the more you put up thé more you get. 
"For private-banking facilities US$500,000 is the absolute 
minimum," said Chase Manhattan vice-president Lew Bar- 
ringer. “The average is around US$1 million.” 

One of the things one does get is personal service: the 
more money, the more personalised the service — or at least 
the less number of clients a portfolio manager will have to 
look after. Bankers claim they offer clients access to a level of 
local advice and international expertise (through overseas 
branches and subsidiaries) which no individual could afford, 
given the relatively small size of the investment. 

Fund managers claim 
that the smaller investor 
now gets the opportunity 
to play a variety of mar- 
kets worldwide with the 
hedge of collective secu- 
rity. 

There is a paucity of 
figures relating to the vol- 
ume of private-banking 
business in Asia. As a 
new and intensely com- 
petitive marketplace, 
contestants are using 
client confidentiality as a 
reason for holding infor- 
mation to themselves. 
However, there seems lit- 
tle doubt that the volume 
of business is big, profita- 

. ble and growing. In the 
US, Chase Manhattan 
Bank cottoned on to the 
fact, that a substantial 
amount of its funding was 
coming from Mhigh-net- 
worth. investors, enough 
to spur it into trying to 
outmarket the Europeans 
at their own game. 

Development of a 
wholesale market for pri- 
vate investors in Asia is 
the result of a lot more 
than this. Traditional 
roles for merchant banks 
have become harder and 
harder to make money 
from in recent years, with 

- the decline in syndicated 
lending and the virtual 
collapse of stalwarts such 
as the shipping industry. 
Letting the private invest- 
or into the supply side of 
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the capital-markets arena makes a lot of 
sense for bankers. 

The breaching of the Japanese secu- 
rities market by the Americans proved a 
catalyst to the development of both 
Hongkong and Singapore as regional 
satellites for investment bankers. Mer- 
chant bankers quickly assumed the role 
and met with almost immediate success. 

What is also changing is the reliance 
on traditional institutional investors for 
funding. Asian investors are rapidly de- 
veloping out the “piece of land in 
California" syndrome, and heavy mar- 
keting — by mainly British and Ameri- 
can merchant banks — came at a time 
when family-owned businesses were 
passing into the hands of a new genera- 
tion nurtured on Harvard and London 
School. of Economics philosophies. 
Merchant banks are being forced to cut 
their clients into the deal or lose the cus- 
tom. 


isposable income in Hongkong 

Is growing at a phenomenal rate 

and the sophistication of the mid- 
dle-class investor is growing as educa- 
tion and exposure to overseas methods 
take hold. In fact, other than perquisites 
like use of the company jet, plush 
lounges and other personal services, the 
portfolio make-up for private-banking 
clients is little different from that made 
up by fund managers; simply one step 
back in the process. 

The attraction for private banking 
centres around a bank's ability to ser- 
vice its client with advice and fol- 
low-through in areas ranging from es- 
tate planning and establishment of 
personal trusts to taxation, market re- 
search and locating the investment pro- 
duct, whether it be an office complex in 
STRAITS TIMES. SINGAPORE 
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TYPICAL 
PORTFOLIO 
STRATEGIES 


Current 
strategy 






income portfolio 
Cash reserves 
Bonds 










Growth portfolio 
Cash reserves 
Equities 

Bonds 

Balanced portfolio 
Cash reserves 
Equities 
Bonds 


UNIT TRUSTS AND 
MUTUAL FUNDS 
IN HONGKONG 


No. of 
approvals 





Source: Securities Commission, Hongkong. 





REVIEWTABLES by Ricky Hui 







Houston or an apartment building in Switzerland — for a fee. 


naturally. 

The rationale is sound, but many pri- 
vate investors worry about a portfolio 
manager's conflict of Toyalty. Would a 
manager keep a deposit in a fund estab- 
lished by his own bank rather than get a 
client an extra point or two with the op- 
position? Banks' maintain that this 
would be a self-defeating move in the 
longer term and that portfolio managers 
are measured by how they perform for 
the client, not the bank. "Our money is 
made from fees, not from the deals," 
said one. Nevertheless, he cautioned 
against letting portfolio managers deal 
in areas the client has absolutely no 
knowledge of. 

"We tailor-make out package,” 
commented Barringer. “While a cus- 
tomer does not necessarily tell us to buy 
a specific stock, we do ask for some 
broad guidelines." This usually trans- 
lates into private-banking clients divid- 
ing their risk to suit their own idiosyn- 
cracies or areas of special interest. 
Banks offer broad guidelines to the 
structural make-up of a portfolio, but 
the degree of risk is usually decided by 
the client. 

Income portfolios for the high-net- 
worth investor currently lean heavily 
towards bond markets; growth port- 


folios. towards equities. A 30-40% 
hedge in time deposits is usually 
held. 


Deals that were once the domain 
of the merchant banker are quick- 
ly becoming — via the same mer- 
chant banker — open to all for a fee 
and a minimum deposit. Much better 
for bankers to sell experience, lay 
off the risk and collect a fee for the 
service: the Asian banking world, it 
seems, appears bent on becoming brok- 


ers. Oo 
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high technolo gy . 


Did you know that many of 
your telephone calls pass 
through the air? 

A telecommunication network 
needs different routes to ensure 
reliability and flexibility. That's 
why your telephone calls are 
sometimes beamed through the 
air from one radio tower to the 
other. This method is called 
microwave radio. It uses dish 
antennas to beam and receive 
highly focussed radio waves. 
They can span very large dis- 
tances using very little energy. 
And they are not only used for 
telephone calls. Television pro- 
grammes can be relayed from 
the studios to the transmitter. 

Or data can be routed from com- 
puter to computer. All through 
the air. 


Engineers at ANT Telecommuni- 
cations helped develop micro- 
wave radio way back in the 
pioneering days. Today we are 
still at the cutting edge of technol- 
ogy. We have helped build the 
microwave radio networks in 
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West Germany and other coun- 
tries. One single microwave 
system in our wide range of ana- 
logue and digital models can 
even transmit 2,700 telephone 
calls simultaneously. Reliably 
and economically. 


With our technology we help "em 
bring people together. Whenever ones scones tern 


they want. So that they can " peenem na 
understand each other better. = DET N 
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Telecommunications 


ANT Nachrichtentechnik GmbH 
Gerberstraße 33, D-7150 Backnang 
Fed. Rep. of Germany 

Tel. (7191) 13-0, Telex 724406-0 
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YEARBOOK 


pw We give you 1 Asia, 
‘ minus the mystery, 

minus the myth: 
7 Asia 1986 Yearbook 





- Asia is home to more than half of mankind. Every day, 

. events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 
1 - Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
- scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
- economic, social and political realities of Asia at your 
- fingertips as does the Asia Yearbook. 


= Now In Its 27th Edition 
The Asia 1986 Yearbook, now in its 27th year, is bigger 
» and more comprehensive than ever before. Matching 
- the rapid pace of Asian development, it goes into great- 
. er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
"shelf. 


Features 

. The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
- involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
— Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
. of the year's news stories. 


— As in the past, the Asia 1986 Yearbook has an abun- 
— dance of charts, tables and graphics to illustrate the 
. material, including a full military profile of each regional 
- country. 


. The main body of the book contains chapters on 31 
— countries, ranging from Afghanistan to Japan, from 
3 penna to New Zealand. 


| Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
ing public officials. The Asia 1986 Yearbook gives 
- you localised, first-hand information on everything from 
. market potential and population trends to foreign aid in- 
~ volvement and social and cultural landmarks. Each 
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country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Heview, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as thev have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$170/US$23.95/£20/8$49.50/MS$56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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Please rush me copy/copies of the Asia 1986 Yearbook as 
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(Please print in block letters) 


Asia 1986 Yearbook (Soft Cover) 

Price: HK$170/US$23.95/£20/S$49.50/M$56.50 each 

No. of copies O by surface O by airmail* 
Asia 1986 Yearbook (Hard Cover) 

Price: HK$200/US$27.95/£23.75/S$58.50/M$67 each 

No. of copies O by surface O by airmail* 


*For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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Sydney Stock Exchange: more activity. 


AUSTRALIA 


Freedom means 
strength — but 
not for everyone 


By Hamish McDonald in Sydney 


strong investment-banking sector is emerging from 

the shakeout of the Australian financial scene after the 

deregulation of the past three years and the granting of 
new banking licences to 17 foreign banks. 

Investment banking is what will almost certainly remain 
of the pre-deregulation merchant-banking industry that 
thrived on the statutory exclusion of licensed banks from the 
short-term money market. 

With the banks free to compete across the full range of de- 
posits and with the borrowing power of lender-of-last-resort 
guarantee from the Reserve Bank of Australia (RBA, the 
central bank), non-banks cannot compete in cheapness of 
funds. Conventional borrowing and lending activity is thus 
expected to gravitate to the banks. 

Those institutions that have not jumped clearly one 
way or the other will be squeezed hard, unless they can 
find a particular customer base through national or in- 
dustry ties. Given Australia's medium-sized economy, 
which is heading into a downturn, those pushed to the 
fringe will include a majority of the foreign institutions 
which have taken advantage of relaxed entry condi- 
tions into merchant banking over the past year. 

Money-market corporations (merchant banks) did 
manage a healthy 32% growth in assets over the year to 
May 1986, to just under A$30 billion (US$18.9 billion). 
But the number of contenders also doubled, to some | gay 
120 merchant banks. Many new entrants just came to 
get in while the window was open and will wait for 
business opportunities later. These will remain essen- 
tially representative offices. Newcomers expecting to 
make profits could be in for a rude shock. 

Fighting for a share of fee-based investment-bank- 
ing business will be the licensed banks, as well as spe- 
cialist non-banks. All four major Australian banks 
(Westpac, ANZ, National Australia and Common- 
wealth) have expanded their capacity in capital mar- 
kets, trading and corporate services. Westpac, for 
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example, this year gained primary dealership status in 
US Treasury bonds through purchase of a specialist 
New York dealing house, and one of the five seats in 
the London gold-fixing room by purchase of assets 
from Johnson Matthey Bankers Ltd. The Common- 
wealth Bank has moved quickly into new Euromarket 
opportunities. 

Among the newly licensed banks are such en- 
trenched investment banks as Bankers Trust and 
Morgan Guaranty, which will continue operations 
built up over many years through merchant banks. 
BT Australia has long been the most profitable mer- 
chant bank in the country. The Hongkong and Shang- 
hai Banking Corp. is another that takes over lending 
from its former merchant bank, Wardleys Australia, 
and leaves behind a more specialised investment 
offshoot. 

The intense competition in retail banking has al- 
ready produced the first drop-out among the new 
banks. On 19 August, Bank of America Australia an- 
nounced it would not open retail branches “for the 
time being,” despite its shop-front advantages from having 
retail chain Coles-Myer as its 25% local partner. Instead, it 
would concentrate on corporate- and investment-banking 
opportunities. 

Competition is coming also from institutions that were 
either non-starters or losers in the banking-licence race, but 
which have concentrated since on investment-banking ser- 
vices. 

Noteworthy among these is Schroders Australia, proba- 
bly the earliest to opt for investment banking rather than try 
for a licence. It sold its book of loans in 1984 to another mer- 
chant bank and, with a buy-out of minority partners last year 
became a wholly owned subsidiary of the British parent. 

Schroders and rivals such as Kleinwort Benson, Indosuez 
and Security Pacific base their game on highly skilled special- 
ists able to provide tailor-made services for clients and move 
into new business areas more rapidly than major banks. 
Their Australian business is positioned in a global financial- 
trading network, for which it provides input on Australian 
securities and markets. 

Such Australian-based investment banks have played 
hard for new capital-markets business like note issuances and 
swaps, for an expanded investment-management role and for 
the active and lucrative business of advising Australian com- 
panies on takeovers and defensive strategy. 

Sydney (or Melbourne) is not becoming an investment- 
banking centre, in the sense of drawing business from region- 


Melbourne's Collins Street: not truly international. = 
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al countries that has no particular Australian link. The high 


Australian corporate-tax rate, lifted this year from 4695 to 


49% while other financial powers are reducing their rates, 
- will continue to discourage that. 

— Rather, the investment banks are serving more sophisti- 
cated (and less restricted) domestic borrowers and investors, 
and to some extent matching them with the diversifying in- 
vestment patterns of major capital exporters which now in- 
- clude Australian securities. 

. The investment banks were active in the rapid expansion 
of the Australian-dollar Eurobond market, from total is- 
-suance of about A$400 million at the start of 1985 to about 

A$4 billion by year's end. Swaps to US dollars or floating- 
- rate Australian dollars provided additional fee income. The 
next stage is development of tradable swaps, allowing com- 
‘panies to reassign swaps at will. | 
—. Demand also grew for Commonwealth (federal) govern- 
ment bonds and semi-government bonds, with their wide in- 
terest-rate margin above US Treasury bond rates. Japanese 
institutional investors, who entered this market in a rush in 
1982, were followed by wider European interest and, par- 
ticularly after bullish recommendations by Salomon 
- Brothers early this year, by a wider spread of US investors. 
= The weakness of the Australian dollar dampened this in- 
_ terest at mid-year. A sud- : 
den extension of 1095 in- 
terest-rate withholding 
tax to widely held securi- 
ties in July also caught 
foreign investors  off- 
guard, causing demand 
for *Euro-Aussies" to dry 
up. Although Treasurer 
Paul Keating restored the 
exemption only three 
"weeks later, confidence 
was shaken. 

_ But given the scarcity of 
alternatives to US paper, 
_ high-yielding Australian- 
. dollar securities will no 
doubt continue to attract 
international investment 
once the currency is per- 
ceived to have stabilised. 
= The tails side of the 
weak dollar has, meanwhile, been a new Australian interest in 
overseas investment. By July this year 18 institutions were ope- 
ating 37 Australian-based trusts investing in foreign sharemar- 
kets. A yearearlier, six companies operated eight such trusts. 
... At home, fund management has been providing more op- 
portunities for investment banks. Estimates of funds under 
management in Australia put the total at around A$80 bil- 
lion, of which about A$50 billion is for pension purposes. 
Merchant or investment banks are responsible for about 
A$10 billion in funds. 

_ Encouraged by tax exemption, Australia is credited with 
the fastest growth in superannuation funds anywhere in the 
world. In recent years, the trades-union movement has 
targeted portable industry-based pension schemes as its next 
major benefit for the workforce. Although stalled by the eco- 
nomic downturn, introduction is a matter of timing. Even- 
tually, such a spread of pensions could put A$3 billion a year 
into funds, placing more calls on investment expertise. 

_ With an increasingly traded currency, a sizable stockmar- 
ket, the most active futures trading in Asia so far, a bullion 
market developing fast under stimulus of greater local gold 
output, a need for foreign capital (even when the current- 
account deficit is reined in), and more sophisticated domestic 
investors than ever before, Australia is thus a thriving part of 
global investment banking, but looking to New York, Tokyo 
and London for its lead. Oo 
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Keating: exemption restored. 
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ng inactivity | 
of a strapping 
nine-year-old 


By Vaudine England in Jakarta 
T^ Jakarta stock exchange's ninth birthday was on 10 
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August, but somebody forgot to bring the presents. At 

best, there may be benefits in store for implementation 
before next year's anniversary. Meanwhile, exchange staff 
are alternately bored, frustrated and ashamed. “I have just 
come back from the 11th conference of capital-market agen- 
cies in Paris," said Barli Halim, chairman of the stock ex- 
change board, Bapepam. ^I saw others having money prob- 
lems, but in comparison, we are really in a situation where 
nothing has happened." 

There has been one event of late, however — the comple- 
tion of an impressive, US$20 million highrise just next to the 
slumbering exchange. The building is owned by PT 
Danareksa, the government's investment trust, which buys 
up shares on the market and resells them in unit form. Unfor- 
tunately, this building's birthday is being postponed until 
tenants can be found to fill it. 

Meanwhile, all those items on the wanted list have so far 
failed to materialise for the exchange. Trading days are as 
dull as ever, with the convention of publishing daily trading 
figures being abandoned at times. The share-price index, set 
at 100 in August 1982, is now just 62.5. No new companies 
have gone public since the all-time high of 24 listed com- 
panies was reached in 1984. 

Time deposits continue to drag funds away from the ex- 
change. Dividends from the exchange and capital gains are 
taxed, while time deposits, offering set interest rates of 18- 
22% , are exempt from withholding tax. The exchange man- 
aged to mobilise Rps 131 billion (US$115.9 million) since its 
rebirth of 1977, compared to the Rps 10 trillion raised 
through time deposits in the past three years alone. 

Of the 24 companies listed, five are already suffering 
losses this year. The most spectacular example is that of Pan 
Indonesia Bank, the first and only private bank to be listed 
and the recipient of a strong reprimand from Bank In-: 
donesia, the central bank, for bad management and dubious 
financial practices. Halim said: “All our companies have that 
kind of problem, but not to the same degree." 

Meanwhile, the government's need for funds is increasing 
rapidly. The oil-price drop means that Indonesia must find 
other sources of funds for investment. “There is money, 
enough money here," said Halim, *but we can't tapit." Com- 
panies still need to show two years of net profit and a paid-up 
capital of Rps 200 million, plus professionally audited ac- 
counts, before joining the exchange. 

Once listed, its shares are not allowed to fluctuate “too 
violently" in price. J. A. Sereh, president director of 
Danareksa explained: “The accusing finger is very often 
pointed at us for keeping prices too tight, as if not permitting 
occurrence of capital gain." Under government orders, 
Danareksa continues to intervene, thus holding about 6096 
of the market capitalisation. 

Observers and exchange executives agree that the main 


. reason for official reluctance to free the exchange is the open- 


ing it would provide for.new alignments of private wealth. 
For this reason, they say, any change in the basics of market 
operations will have to wait until after next year's parliamen- 
tary elections. | 

There is one possible avenue open for the exchange to 
exploit in its battle for freer ground rules — the so-called 6 
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INTERNATIONAL INVESTMENT & FINANCE 


May Package (known as Pakem). 
This is a package of measures to en- 
courage foreign investment. and 
non-oil exports. Essentially, it re- 
defines the status of foreign corpo- 
rations in Indonesia. 

Formerly, an interest of just 196 
by a foreigner in a local company 
meant the firm became classified as 
a foreign company. (The relevant 
acronyms are PMA for foreign 
firms and PMDN for local.) The 6 
May decree allows a shareholding 
of 75% by Indonesians to make a 
foreign company classifiable as a 
local or national company. 

The definitions are important, 
because classification as a PMDN 
company brings benefits: the right 
to get loans from state banks; the 
right to apply for licences to expand 
factory capabilifies; the right to set 
up distribution networks for mar- 
keting one’s own product, along 
with a far larger range of sectors 
open to investment. 

The Key for the stock exchange 
is that one way for a foreign firm to 
go local is for it to go public. But 
firms are still waiting for regulations 


which could make the promise of Pakem seem more like real - 


opportunities. Until these are finalised, questions such as 
whether foreign companies can buy up others on the ex- 
change, as well as sell part of their own equity, remain to be 
answered. 

Once regulations are in force to accommodaté the goals of 
the 6 May package, a change in stock-exchange rules will also 
be required. This will not only allow foreign companies to 
participate on the exchange, allow those which simply want 
to divest through the ex- 
change to do so even 
when they cannot meet 
the current profitability 
requirements. 

Herein lies another 
problem. For any change 
of policy regarding the 
exchange, a decision is 
` required from the Capi- 
tal Market Policy Coun- 
cil. This , comprises 
Minister of . Finance 
Radius Prawiro, Minis- 
ter/Secretary of State 
Sudharmono, Minister of 
Utilisation of State Ap- 
paratus Saleh — Afiff, 
Minister of X Trade 
Rachmat Saleh, Minister 
of State X Hartarto, 
Cabinet Secretary Mur- 
diono, central bank gov- 
ernor Arifin Siregar and 
Investment Coordinat- 
ing Board chairman Ginandjar Kartasasmita. For many 
months, Halim has not had a chance to meet everybody at 
once. 

But planning continues apace, with three proposals now 
resting with the finance ministry for consideration. Top 
among these is over-the-counter (OTC) trading. The submis- 
sion suggests that companies domiciled in Indonesia with 
paid-up capital of Rps 100 million and a latest-year audited 
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financial statement be allowed to 
participate in OTC trading. 

The proposal calls for the estab- 
lishment of a market maker, 
Danareksa II, which would provide 
venture capital with the help of in- 
ternational financial institutions. 
Talks have already been held be- 
tween Danareksa and Nomura 
Securities, Merrill Lynch and Pru- 
dential Bache, and an agreement 
has been reached with one of these 
on a modus operandi. 

"Ultimately," said — Sereh, 
"Danareksa II could function as a 
unit trust and could also be in the 
position to put those OTC shares in 
the portfolio and issue units to 
small investors." Sereh hopes many 
more companies would be encour- 
aged to join “this speculative 
game," and ministry approval of 
the plan is awaited. The Asian 
Development Bank has already 
told Danareksa that if OTC trading 
was approved it would take 2096 
equity in the new unit, and would 
provide experts and probably a 
loan as well. 

Proposals to internationalise the 
exchange focus on the introduction 
of non-voting shares purchasable 
by foreigners. Another idea is to allow shares owned by for- 
eigners to be traded among foreigners, with twoseparate ex- 
changes running at the same time — one for nationals, one 
for foreigners. 

The other proposal recently put up by Danareksa and 
Bapepam is the Indonesia Fund. The objective is long-term 
capital appreciation through investment in growth-oriented 
Indonesian-based securities. Management of the fund would 
be by a foreign corporation or unit trust, and units would be 
issued in US dollars and 
sold abroad or to In- 
donesian nationals. 

Danareksa itself 
cannot currently ex- 
pand its mutual-furid 
operations because of a 
rule which stipulates 
that when shares back- 
ing a certain mutual- 
fund certificate start 
dropping in value, then 
those shares must be 
taken out of the mutual- 
fund portfolio and put 
back into Danareksa's 
own portfolio. So far, 
there is about R ps 40bil- 
lion held by Danareksa 
as a result of this, now 
dubbed *the illiquid bil- 
lions.” 

There isno doubt the 
local capital market 
needs these measures to 
come to life, but few investors here are holding their breath. 
More predictable, they say, are plans to issue more bonds this 
year. By the first quarter of 1987, the government develop- 
ment bank, Bapindo, will have issued Rps.50 billion-worth, 
Bank Tabungan Negara will issue the same amount and 
Perumtel, the government telecommunications concern, will 
issue bonds worth Rps 82 billion. These three issues will add to 
the Rps 354.7 billion issued by state enterprises since 1981. EI 
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Facilitating client financial needs in New York, London, and Singapore as Bavarians have a reputation for 


the right place at the right time is a well as a wholly-owned subsidiary reducing things to basics. And for 
major strength of Bayerische Landes- in Luxembourg. client comfort. 

bank, Munich, one of Germany's The world of finance is more For a top German banking partner, 
leading universal banks. complex than it used to be, but we look to Bayerische Landesbank. 


We have built a solid track record 
for precision in wholesale banking 
ranging from long-term fixed-interest 
DM loans and Eurofinancings to 
customized trade financing packages 
and management of international 


bond issues. , 
Our sevo potential is enhanced y Bayerische Landesbank 


including full-service branches in International Banking with Bavarian Drive and Friendliness 
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Shevardnadze; Siberian container terminal: unprecedented joint-venture approvals. 








Gorbachov courts Tokyo for trade and investment 





By Bruce Roscoe in Tokyo 


J apanese trading houses and the gov- 
ernment are reappraising their busi- 
ness relationship with the Soviet Union 
and Vietnam, both of which appear to 
be making a concerted effort to step up 
trade with Japan at a time when the high 
yen has greatly increased the buying 
power of Japanese companies. 

The Soviet Union, whose foreign re- 
serves are being depleted by low oil 
prices, has taken the unusual — if not 
unprecedented — step of approving 
joint ventures with Japanese companies 
on a supra-legal basis, while Vietnam 
has decided to allow Nissho Iwai Corp., 
a top Japanese sogo shosha, to establish 
a representative office in Hanoi. 

Part of the new Soviet enthusiasm to 
accommodate Japanese trading houses 
in Soviet Asia resource-development 
projects is inevitably linked to Mos- 
cow's current diplomatic offensive to- 
wards Japan and the prospect of a visit 
to Tokyo early next year of Soviet 
leader Mikhail Gorbachov. But Soviet 
traders, particularly of forest products, 
began their sales drive in Japanese mar- 
kets as early as January. The joint-ven- 
ture development is seen as an exten- 
sion of this effort, rather than a flimsy 
charade constructed only for the sake of 
building an atmosphere conducive to 
Gorbachov's proposed visit. 

Gorbachov has proposed, in a mes- 
sage to the Japanese Government, that 
he would allow Japanese companies to 
operate in partnership with Soviet con- 
cerns without first creating a legal 
framework for the.new corporations. 
This concession is, above all, a time-sav- 
ing measure. But it is also purposefully 
pragmatic, as ventures set up under 
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such an arrangement are much less 
likely to become embedded in the type 
of Soviet bureaucratic mire that many 
Japanese companies fear awaits them, if 
the regulations are drawn up to suit the 
type of businesss that evolves, rather 
than the reverse. 

At least four trading houses (Mit- 
subishi Corp., Mitsui and Co., Nissho 
Iwai, and Tokyo Maruichi Shoji Co.) 
have presented to the Soviet Foreign 
Trade Ministry draft proposals of the 
type of business they wish to start. 
Among these are plans for forest clear- 
ing and log exports, food processing and 
machine-tool manufacture. Tokyo 
Maruichi Shoji, a food specialist with 
considerable experience in developing 
business in China, is interested in man- 
aging a snack-food operation in Mos- 
cow. But the trading houses are taking 
the position that they will not enter into 
any contractual arrangement unless 
profit margins are determined in ad- 
vance, which may put a brake on the 
whole process. 

Preliminary discussions on these and 
other venture plans are expected to get 
under way in October, after a meeting 
this month in New York between Japan- 
ese Foreign Minister Tadashi Kuranari 
and his Soviet counterpart, Eduard 
Shevardnadze. Each of the interested 
Japanese parties are reluctant to elabo- 
rate on their plans — beyond confirm- 
ing that they would supply technology, 
machinery and management personnel, 
while the Soviet Union would make 
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Moscow looks east 


available labour, land and buildings. 
Although it is too early to predict the 
outcome of the Oetober talks, they may 


well supply the “concrete result” Mos- 
cow is demanding as a prerequisite to a 


Gorbachov visit. 
The joint ventures are separate from 
five long-standing Soviet-Japan re- 


source-development projects in Siberia — 


— wood-chip and pulp production and. 
export; South Yakutia.coal exports; 


Yakutia natural gas; Sakhalin oil and — 


natural-gas exploration, and Japanese 
loans for forest exploitation. The ear- 
liest dating from 1972, each of these 


projects has encountered difficulties, | - 


and all suffered from Tokyo's decision 
to cool the trading account with. Mos- 
cow after the Soviet incursion in Af- 
ghanistan in 1979. Development of na- 


tural gas in the Yakutia region, for — " 


example, was “delayed indefinitely.” 


B: some trading houses see Mos- 
cow's heightened need to build up 
foreign-exchange reseryes in the wake 


of the falling price of oil (which makes |. | 


up roughly 65% of Soviet exports to the 


West), coupled with rising grain im- , 


ports, as the one factor that could assure 
the success of joint-venture operations. 
They further observe that Soviet trading 


organisations have changed their tune | 


in dealing with Japan, this year agree- 
ing, probably for the first time, that the 
"customer is king," as one Japanese 
business report noted. 


The Soviet lumber-trading organisa- 


tion, for instance, has agreed to go off a 


fixed yen rate for its Japan exports, at - 1 


the suggestion of Japanese importers. 
The new pricing formula will apply for 
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for April-June shipments. Japanese 
analysts say this is a signal that the 
Soviet Union is according a higher 
priority to market share than to export 
returns, and suspect Moscow wants to 
secure 10% of the total Japanese forest- 
. products import market. 

. Inother areas, Japanese traders say, 

product specifications and delivery 
| dates are being met with hitherto-un- 
| common frequency. This has not gone 
‘unnoticed by smaller traders — such as 
Toyoda Tsusho Kaisha, which recently 
. set up a Soviet and Eastern European 
Department at its head office, and a 
. representative office in Moscow. 

-~ A marked rise in US dollar-denomi- 
nated imports from the Soviet Union, 
from US$635 million in the first half of 
| 1985 to US$1.02 billion for the same 
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Japanese exports to the Soviet 
Union have also rebounded, from 
US$1.4 billion to US$1.74 billion during 
the same period. This growth abruptly 
reversed a steady decline in the coun- 
tries’ two-way trade between 1982 and 
1985, and defies the pessimism of Ja- 
panese trade analysts and officials who 


until a few months ago believed that 


Japan’s demand for Soviet raw materi- 
als (coal; lumber, phosphate ore, nickel 
and, among others, aluminium) would 
taper off. | NL 

On the Vietnamese front, the open- 
ing of an office in Hanoi by Nissho Iwai, 
which is preparing to dispatch two exe- 
cutives to start up the operation later 
this month, is seen as a major break- 
through in stalled trade relations. Nis- 
sho Iwai will be the first Japanese com- 


Unequal entreaties 


By Carl Goldstein in Taipei 
"T" he latest round of US-Taiwan trade 
à talks ended in Taipei on 1 Sep- 
tember without agreement on the key 
issue of how to implement Taipei's ear- 
lier promise to open its markets to im- 
_ ports of US beer, wine and cigarettes by 
October. The breakdown in the negoti- 
ations raised the clear possibility that 
the Reagan administration would 
launch a Section 301 unfair trade-prac- 
tices action against Taiwan. 
_ Substantial agreement was reached, 
however, on other subjects at the 
negotiating table, notably commitments 
by Taiwan to further lower tariffs on cer- 
ain items and eliminate export-perform- 
ance requirements in the car industry. 
- The talks, which began on 25 Au- 
gust, had originally been scheduled to 
last five days, but were extended by 
three days in an attempt to resolve dif- 
ferences over the pricing and advertis- 
ing of US liquor and cigarettes. Three 
separate rounds of talks earlier in the 
. year had broken down over the same is- 
sues, and US sources had described the 
latest round as Taiwan’s “last chance" 
to reach agreement. 

Taipei has been under heavy pres- 
sure from Washington to take more 
dramatic market-opening measures to 
reduce its burgeoning surplus in trade 
with the US, which is likely to top 
US$12 billion this year. In 1985, it 
amounted to US$10 billion. The 
Reagan administration is itself under 
pressure from congress to take a tough 
line with US trading partners. Taiwan, 

_ due to the large trade gap, has become a 
particular target for some of the protec- 
| tionist legislation still awaiting action in 
Washington. 


US-Taiwan trade negotiators reach an impasse on opening markets 


The island is particularly vulnerable 
to US trade pressures — or retaliation. 
Almost half of Taiwan's exports go to 
the US. Last year, US$3.2 billion worth 
of its US-bound shipments (22% of the 
total) received duty-free entry under 


the Generalised System of Preferences 


(GSP), which aims at helping develop- 
ing nations. 


The wider focus of the latest round of- 


talks was to determine the extent of 
Taiper's continued GSP benefits. A 2 
September statement by the American 
Institute in Taiwan, which in the ab- 
sence of diplomatic relations represents 
US interests, said the market-opening 
measures agreed to by Taiwan in the 
talks should enable it to retain a "signifi- 
cant portion" of its GSP benefits. How 
large that portion will be, and what re- 
taliatory measures — if any — will be 
initiated over the cigarettes, beer and 
wine impasse, will be decided in Wash- 
ington during the course of a continuing 
GSP review by the US Trade Represen- 
tative's office. 

Under Section 301 of the Trade Act 
of 1974, the president can order retaliat- 
ory measures against the imports of any 
country found to be engaging in unfair 
trading practices, up to the amount of 
US products deemed affected by the al- 
leged unfair practices. US sources said 
that US companies believe Taiwan re- 
presents a potential market of US$2 bil- 
lion for cigarettes, beer and wine. 

This is a questionable estimate, how- 


ever. Last year, the Taiwan Tobacco 


and Wine Monopoly Bureau, which 
controls the manufacture, sale and im- 
port of all such products, sold NT$31.3 
billion (US$84.6 million) of tobacco 
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had earlier proposed a joint. office to 
Hanoi, but their case is pending; 
i HIE 6.5 j 
N 5s Iwai's application with Viet- 
namese authorities for an.affice was 
approved in light of the company's pro- 
posal for a shrimp-cultivation joint ven- 
ture, and its cooperation in oil explora- 
tion in the Mekong Delta, Japanese re- 
ports say. Shrimp accounts for more 
than half of Japan's imports from Viet- 
nam, and Nissho Iwai is the’ prime 
mover in this trade. The joint venture, 
with Vietnam's marine-produets export! 
corporation, is awaiting the conclusion 
of a formal bilateral agreement guaran- 
teeing such operations, and calls for the; 
construction of a frozen-shrimp process- 


d 1 exe 


$ ; F3 4 d 
Taipei container depot: retaliation. 


products and NT$32.7 billion of al- 
coholic beverages. US products would 
have to completely replace the cheaper, 
domestic varieties, and the market size 
itself would have to expand, for the esti- 
mate to be valid. Nonetheless, the ad- 
ministration could choose to accept the 
figure for political reasons and order re- 
taliation against a similar quantity of im- 
ports from Taiwan. : 





acc key sticking points in the talks 
were pricing and advertising: the 
bureau insisted on levying a so-called 
"monopoly-profit tax” of 185% on all 
imports, based on a mix of fob and cif 
prices , as well as tight restrictions on ad- 
vertising. 

US negotiators had said such a pric- 
ing system would make US products 
more than twice as expensive as domes- 
tic equivalents, placing them at too 
great a disadvantage. Cigarettes, for 
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: guarantees to aay most "of he 
plant’s production for export. 

Vietriam’s need for basic transport 
machinery! lifted Japanese exports to 
that country by 25% in calendar 1985, to 
US$148.8 million, for growth of about 
60% from the 1982 figure. Prominent 
among the: items shipped from Japan 
are tyres;ctrucks, buses, second-hand 
boats and boat engines. In the first six 
months of this year, Japanese exports of 
bicycles: rose 70% to US$5.5 million, 
compared with the 1985 first-half figure. 
Japanese imports, mainly of shrimp, an- 
thracite, spices, perfumes and medici- 
nal materials, rose 27% to US$6.5 mil- 
lion, or 8096 above the 1982 figure. 

Vietnam is now seeking to diversify 
its source of supply for some of its im- 
ports from Japan, many of which are de- 
nominated in expensive yen, and has 


. example, would cost about NT$47 a 
pack under the bureau's preferred for- 
mula, compared to NT$22 for the most 
popular local brand — ironically named 
Long Life. 

The bureau's own products are also 
taxed 185%, but based on production 
costs, rather than the wholesale import 
price as is being demanded for US 
goods. The US insisted that overly re- 
strictive advertising rules would so limit 
sales that the market-opening would be 
little more than an empty gesture. 

The dispute over how to manage the 
import of beer, wine and cigarettes has 
assumed a symbolic importance beyond 
its potential for reducing the trade gap 
between the two nations. The US sees 
the bureau's resistance to US demands 
as a paradigm for how bureaucratic in- 
terests frustrate and block promises 
made by Taiwan’s own negotiators. 

On 23 October last year, Taiwan had 
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7 wired to find import cbiitractsl for | 


fertiliser and cement, to cite just two 
items, snapped up by South Korean 
concerns, notably the Samsung group. 
Further, the Japanese subsidiary of the 
South Korean Sunkyong group, Sun- 
kyong Japan, is supplying most of the 
milling machinery for a lumber-process- 
ing plant just completed near Ho Chi 
Minh City. Sunkyong, as with Nissho 
Iwai, is buying all of the plant’s produc- 
tion, estimated at 20-25,000 tonnes a 
year. 

South Korea has also become Viet- 
nam’s best customer for anthracite, a 
type of coal used widely in South Korea 
for domestic heating, with annual im- 
ports now at around 700-800,000 ton- 
nes. Japan’s imports of Vietnam’s an- 
thracite have dropped to the 100,000- 
tonne level. Oo 


promised the US it would open its market 
to these products within one year, thus 
staving off likely retaliatory action at that 
time (REVIEW, 31 Oct. '85) With 
the breakdown in the latest talks, it was 
not clear whether this commitment 
would be kept. 

The US pressure has aroused consi- 
derable nationalistic ire in Taiwan. 
Editorial comment in the local press has 
compared US demands to accept US 
cigarettes with the opium forced upon 
an unwilling China by 19th-century im- 
perialist powers. Members of the Legis- 
lative Yuan called upon Taiwan's 
negotiators to refuse to sign any "new 
unequal treaties," also a reference to 
the 19th century, when Western nations 
repeatedly extracted commercial con- 
cessions from a weak Chinese Govern- 
ment. Local consumer and public- 
health groups say they will launch an 
anti-smoking campaign, targeting 
foreign cigarettes, to coincide with the 
beginning of cigarette, beer and wine 
imports. 

Taipei's concessions on tariffs this 


time strengthened promises made dur- 


ing the 4-8 August talks in Washington. 
At that time, Taiwan had agreed to cuts 
in 58 of 71 product categories in which 
the US had demanded reductions 
(REVIEW, 14 Aug.). Now, the rates for 
16 of these are to be cut by up to half. In 
the earlier talks, Taiwan also had 
avoided another Section 301 action by 
promising to eliminate a controversial 
customs duty-paying scheme to which 
the US objected. 

In other liberalising measures an- 
nounced recently, the Ministry of Fi- 
nance (MoF) said it would lower the 
current top rate of duty from 67.5% to 
57.5%, as of 1 January 1987. The MoF 
also said it would lower tariffs on 
a wide range of other products, and 
would «drop import-licence require- 
ments for more than 3,000 foreign pro- 
ducts. 
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A Malaysian water supply proje t| 


gets British backing 3 
ENEI gn 
By Nick Seaward in Kuala Lumpur JR ES | 
major loan and aid package ha 
been agreed between the Britis 
and Malaysian governments, enabling a 
massive rural water-supply project to 20 
ahead in Malaysia over the next fot ir | 
years. The signing of the finance pac ke 
age. on 28 August ends a five-month 
delay in getting the project started. ia A 
M$1.4 billion (US$537.4 million) con 
tract to supply potable water to mi i: E 
consumers in rural Malaysia was origi- | 
nally awarded in March. B 
The financing for the. project in- | 
volves five loans, totalling US$244 mil- | 
lion, which were arranged in London, | 
and a British Government aid-for-trade - d 
grant of nearly £60 million (US$89.4 
million). Both the grant and the loan j | 
package — which has been guaranteed 
by the British Export Credit Guarantee | 
Department (ECGD) — will be used tc o | 
purchase goods and services from Lu 
tish companies. The grant itself is the 
largest single sum awarded by Britain. 
under the aid-for-trade scheme. | 
The British-based Biwater Group is 
the principal recipient of its poveri 
ment's largesse. Biwater's 49% joint | 
venture with Malaysian conglomerate 
Antah Holdings, Antah Biwater, has | 
won the Malaysian contract to develo 0 | 
174 rural water-supply schemes. Ante h 
Biwater will be using M$772 million 
worth of goods and services supplied by 
the British partner, which will be 100% p 
financed by the ECGD-backed loans. — 
The actual amount in the ECG D | 
loan-grant package when translated | | 
into Malaysian dollars turns out to be | 
more than M$100 million greater than | 
the cost of the Biwater goods and ser- 
vices. It is understood, however, the 3 
the additional amount is needed - E. 
cover the cost of a series of exchange- 
rate movements and interest charges. | 
About M$500 million of the loan, for in- P. 
stance, was originally raised by tł 
Bank of America in Deutschemarks, 
and two other currencies were also i in- 
volved. -A 
According to the Bank of m 
whose London-based corporate finance - 
group arranged the loans, the SHE 
interest rate paid by the Malaysian Gov- | 
ernment will work out at less than 196, - 
compared with the current normal. ap 
plicable rate of 6.81%. In effect, the £60 
million grant element has been used to | 
subsidise the interest rate, though the 
British Government stili officially de- | 
signates the aid element as a trade 
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grant. British High Cor 
David Gillmore delivered the aid agree- 
ment to Chief Secretary of the Malay- 
sian Government Tan Sri Datuk Sal- 
lehuddin bin Mohamad on 29 August. 
The loans are buyer credits maturing 
in May 2000. No. bank other than the 


- Bank of America is involved, though 


~ the loans have been syndicated for tax 


purposes between the bank and a shell 
company set up by Biwater called Biwa- 
ter (Leasing). Biwater (Leasing) itself is 
"supported" by the bank, which is be- 
lieved to have issued a guarantee. The 
chairman of the Antah group, Tunku 


- Naquiyuddin ibni Tuanku Ja’afar told 


the REVIEW that some of the equipment 


~ used in the projects will be leased but 


that this was purely for financial 
reasons. According to Naquiyuddin, 


the portion of the M$1.4 billion contract ` 


not covered by the British package will 
be funded by the Treasury. 

Antah itself is keen to point out that 
the joint venture with Biwater was not 
formed simply to win the present con- 
tract. The Antah group, (which is con- 
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irrigation pipe: supplying rural consumers. 





trolled by the Negri Sembilan royal 
family) formed the joint venture: a few 
years ago: it'has a proven track record, 
Naquiyuddin said, and it is currently 
undertaking water-supply contracts in 
Trengganu. When the decision to award 


. the contract to Antah Biwater was an- 


nounced in March, opposition parties 
questioned the government over the 
fact that the contract had not been put 


"out to open tender. ` 


t is clear, however, that Antah Bi- 

water was going to win the contract 
before the projects even emerged from 
the planning stage. The joint venture 
conducted an intensive survey of rural 
water requirements over the course of 
the past two years, at a cost of more than 
M$6 million, which was borne by the 
company rather than the Malaysian 
Government. It is also highly unlikely 
that the British Government would 
have come in with its aid and loan 
guarantees without the prospect of a 
substantial portion of the contract going 
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expected to undertake a substantial por- 
tion of the sub-contracting work itself. 

The 174 projects involved in the con- - 
tract aim to increase Malaysia's potable 
water supply by 300 million litres a day 
— enough for 2 million people living in 
the rural areas. By 1990, the Jabatan 
Kerja Raya, or Public Works Depart- 
ment, expects to have 7696 of rural 
homes connected to the water sup- 
ply instead of the 61% serviced last 
year. The Antah Biwater projects have 
been designed to meet projected growth 
in water consumption and are expected 
to be supplying up to 800 million litres 
to 4 million of the rural population by 
2000. Looking at the country as a whole, 
at end-1985 it was estimated that just 
under 71% of the total population was 
connected to a potable water supply. 

A total of M$3.2 billion has been al- 
located for the development of water 
supplies and a further M$338 million for 
sewerage and urban drainage under the 
Fifth Malaysia Plan (1986-1990), indi- 
cating that the government has decided 


WENDY FORDYCE 


to redress the imbalance of water-sup- 
ply expenditure under the previous 
Fourth Malaysia Plan, where urban 
areas got more than 80% of the M$2.1 
billion allocation. Spending on urban 
water supplies under the fifth plan is ex- 
pected to total M$1.7 billion, with the 
aim of connecting 95% of urban house- 
holds to the mains supply by 1990. 

The problems in the urban areas are 
not yet over, however, as the inadequ- 
acy of the sewerage systems frequently 
results in contamination of the water 
supply. A report carried in the New 
Straits Times earlier this year claimed 
that 30% of tap water in Seremban dur- 
ing the dry season consisted of raw 
domestic sewage and in the five years 
1980-84 the reported cases of water- 
borne communicable diseases actually 
increased by some 12%. Government 
ministries have estimated that in 1985, 
24.9% of the population had to use un- 
acceptable methods of sanitation and 
these were mainly concentrated in the 
urban and semi-urban areas. Oo 
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Share bail-out deals stall as 
Tan Koon Swan goes to jail 


By Nigel Holloway in Singapore 
N egotiations to guarantee $$56.14 
million (US$26.1 million) worth of 
shares in Tan Koon Swan's group of 
companies held by two defunct Singa- 
pore stockbrokers have stalled after the 
imprisonment of Tan for his part in the 
collapse of Pan-Electric Industries in 
November. The Malaysian. politician- 
businessman was sentenced in Singa- 
pore on 26 August to two years' jail and 
fined $$500,000 for abetting a director 
of Pan-El in committing criminal breach 
of trust. An application for bail pending 
an appeal was rejected by the court ol 
criminal appeal on 1 September. 

The shares held by the failed broker- 
ages are part of a collection of scrip 
worth $$73.26 million which ended up 
in the hands of five Singapore brokers 
when Pan-El foundered and was unable 
to pay for them. After Tan was arrested 
in January, he made. a number of at- 
tempts to conclude a deal with the brok- 
ers as part of his counsel’s effort to re- 
duce the charges he faced in court. Of 
the five, three share brokerages (E. G. 
Tan, Ong & Co. and J. Ballas) agreed to 
settle with Tan, who has committed: a 
company called Freelin Investments to 
buy the shares of Grand United Hold- 
ings (GUH) and Supreme Corp. for a 
minimum price of 60 S cents each within 
18. months. Any stock unsold after that 
time will be purchased by Freelin at 90 S 
cents for each GUH share and S$1.20 
for each Supreme unit. 

Of these amounts, 60 S cents a sharé 
has been guaranteed by a consortium of 
banks led by Oversea-Chinese Banking 
Corp. of Singapore, with the remainder 
guaranteed by Tan and his constant 
companion, Penny Chang. The other 


banks in the consortium are Arab- 
Malaysian Merchant Bank, United 
Malayan Banking Corp., Bank 


Bumiputra, Public Bank and Ban Hin 
Lee Bank. N. M. Rothschild (Singa- 
pore), a merchant bank, acted as inter- 
mediary between the consortium, Tan 
and a group of Malaysian businessmen 
including Robert Kuok and Tan Chin 
Nam. These entrepreneurs have ar- 
ranged back-to-back guarantees with 
the banks. | 
The two brokerage firms which de- 
clined to take part in the arrangement 
— Lin Securities and Associated Asian 
Securities (AAS) — hold S$7.03 million 
and S$49.11 million in shares, respec- 
tively. The deal went into effect with the 
other three companies on 22 August, 
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“100% foreign ownership. 
Unlimited transfer of profit and capital. 
No corporate taxes 
. for a minimum of 15 years. "s P 
No personal income taxes. “Where on earth is this place?” 
No import/export taxes. : : 
No sponsorship restrictions. 
It's just the base we're looking for 
to set up our new business!" 


ý: 


YOUR NEW BASE FOR MIDDLE EAST MARKETS 


Is a trading/industrial base with direct access to of benefits including new trading freedoms, cheap 
Middle East markets a futuristic dream? energy sources, international telecommunications 
Not any more. systems, a modern infrastructure and the largest 

Dubai’s Jebel Ali Free Zone has made it easy for your man-made port in the world right on our doorstep. 


company to set up operations in the region. And only Jebel Ali Free Zone — there’s no place on earth that 


at Jebel Ali Free Zone will you have the benefit of offers you more. Send for our informative brochure 
retaining 100% ownership. Many international today. 


corporations have already taken advantage of a galaxy 


Jebel Ali Free 
Zone Authority 


For further information contact: 

Director of Marketing , 

P.O. Box 3258, Dubai, United Arab Emirates 
Tel: Jebel Ali 56578 Telex; 47398 PAJA EM 
Cable: PAJADUB UAE 


FAR EASTERN ECONOMIC REVIEW e 11 SEPTEMBER 1986 









— Ex o Eu. 

Sir de glares Tan's s idt ‘Bankers | 
and brokers directly involved in the deal 
Say that those guaranteeing the share 
. purchases will continue to stand by the 
arrangement whether or not shares in 
-GUH and Supreme, suspended. since 
 Pan-El's collapse, are relisted. Tan's 
companies still have realisable assets 
even If their shares are never traded 
again, they say. 

| ~ Peter Yap, Tan’s defence counsel, 
- says he cannot understand why the rep- 
. resentatives of Lin and AAS are not ac- 
 cepting these terms and he is now wait- 
ing for a response from the two brokers. 
Bobby Chin of accountants Peat Mar- 
wick Mitchell, Lin's receiver, could not 
be reached by the REVIEW. Nor could 
Yeo Eng Swee, the general manager of 
the. Singapore stock exchange, who is 
looking after the interests of AAS. A 
BN anker familiar with the negotiations 
said that it may be difficult to make a 
rn leal with the two brokers now that Tan 
isin jail. 

| — As Tan prepares for his appeal, it 
| was announced that he was giving up his 
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giving up directorships. 


directorships in GUH, in which he is 
still. reported to own a majority stake, 
and its associates, Supreme and Ever- 
peace. The S$500,000 fine was paid in 
cash to the High Court on the day Tan 
Was sentenced. Yap says he does not 
now where the money came from. 

. The Commercial Affairs Investiga- 
t on Department (CAID) of Singa- 
pore’s Finance Ministry, which -col- 
3 ected the evidence against Tan, is still 
examining the circumstances surround- 
g Pan-El’s demise. Peter Tham, a di- 
E stor of AAS, Pan-El and Growth In- 
d strial Holdings (which held 31% of 
Pan-El), faces a total of 26 charges in- 
volving forgery and criminal breach of 
i Rust. The hearing on the first set of 
narges is due to begin on 13 October in 
apor: A spokesman for the CAID 
‘said that a decision had not yet been 
taken on whether to charge anybody else 
in connection with the share transac- 
ions which brought down Pan-El. D 
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Peking seeks ways of pre-empting runaway economic expahsion 


By Robert Delfs in Peking 


he causes of the uncontrolled surge 

of industrial growth from the second 
half of 1984 through 1985 continue to 
raise critical questions for China’s lead- 
ership, even though economic growth 
has, for the moment, slowed to a saner 
pace. The response of China’s financial 
institutions was better than might have 
been expected: there was no apparent 
panic, no major cancellations occurred 
as in the 1981 readjustment, nor were 
economic-reform principles seriously 
compromised (REVIEW, 5 June). 

But as industry regathers momen- 
tum, economists and leaders are still 
wondering what went wrong in 1984-85, 


and how to avoid repetitions of the 


boom-brake cycle in the future. How 
this debate is resolved — whether 


| China’s leaders pursue further struc- 


tural reforms to make indirect macro- 
economic controls more effective; or at- 
tempt to reassert tighter planning con- 
trols on investment — has become cru- 
cial to the question of future economic 
reforms. 

Chinese economists believe the 
underlying cause of hyper-growth in 
1984-85 was excessive aggregate de- 
mand, especially excessive investment 
demand. Excessive capital spending in- 
tensified shortages of energy and critical 
raw materials, economists say. It gener- 
ated inflationary pressures by bidding 
up the prices of primary goods (an in- 
creasing proportion of which are now 
traded at negotiated floating prices), 
and by boosting consumption demand 
as investment funds eventually trans- 
lated into additional wage payments 
and purchasing power. Also, demand 
for steel, motor vehicles and machines 
(in excess of domestic capacity) re- 
quired more imports, and was thus a 
major factor in China's serious trade 
deficit in 1984-85. 

Investment growth has turned expo- 
nential in the past few years. Investment 
in fixed assets by state-owned units 
(which includes both capital construc- 
tion and modernisation) rose by 12.6% 
in 1983, 24.5% in 1984 and 39.4% in 
1985. The average annual increase be- 
tween 1970 and 1982 was only 7%. The 
overall scale of investment has been 
further extended by substantial new in- 
vestment from collective enterprises 
and individuals, the latter primarily 
consisting of new rural housing. 

The 1984-85 investment boom not 
only took place outside central gov- 
ernment control, it occurred despite 
leadership policies and regulations de- 
signed to hold industrial growth daN to 
reasonable levels. 
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There are three main sources obf fixed 

investment funds: T 
» State-budgeted capital-construction 
funds, channelled through the People’s 


Construction Bank of China (PCBoC). 


» Loans from banks and trast and in- 
vestment corporations. 
» Self-raised funds, includit retained 
profits of enterprises and extra-budget- 
ary funds of government units, such as 
local administrative bureaux. 
State-budgeted funds are under di- 
rect state control. The PCBoC disburses 
funds only to projects approved under 
the five-year plan, in the form of grants 
(for non-productive public projects 
such as schools or hospitals) but, in- 
creasingly, in the form of low-interest 
loans for productive investment. i 
In the past, the state budget nor+ 
mally accounted for 80-90% of all state 
capital-construction spending and 
nearly as high a proportion of all fixed 
investment (only state fixed-investment 
figures are available for 1949-81). Al- 
though specific allocations obviously 
were subject to bureaucratic and inter- 
regional wrangling, planners had an 
impressive degree of control over both 
the overall rate and structure of invest- 
ment. " 
Since 1979, state-budgeted funds’ 
share of total state-capital construction 
spending declined from 80% to only 40- 
45% last. year. That state-budgeted 
funds now cover less than half of state 
investment spending, and only a quarter 
of all fixed investment, represents a fun- 
damental change in the structure of the 
Chinese economy, and an indication of 
how far the reforms have distanced 
China from the Soviet-economy model. 
Excessive bank lending is widely as+ 
sumed to have been the main source of 
excess investment funds in 1984-85, but 
only a small proportion of state capital- 
construction works were actually fi- 
nanced by bank lending, amounting to 
10.6% in 1984 and 15% in 1985. This 
makes it difficult to see how a 
crackdown on bank lending by the cen- 
tral bank, the People’s Bank of China 
(PBoC), in 1985 could have played a 
significant role in dampening the invest- 
ment boom of 1984-85. In the first 
place, lending was apparently not a 
major source of capital-investment 
funds. Secondly, lending actually in- 
creased in 1985 — though cut to almost 
nothing in January-February, lending 
rose sharply to peak in the last months 
of the year, immediately preceding the 
early 1986 growth downturn. J 
Collective enterprises’ share of in- 
vestment remains surprisingly small, 








Pie to th Sanne growth of oiieput 
from the collective sector in recent 
years, particularly that of rural indus- 
tries. Collective industrial output rose 
by more than 90% between 1982 and 
1985 to Rmb 230 billion (US$62.2 bil- 
lion), neatly three times as fast as the 
state sector. 

The share of productive investment 
(in factories, as opposed to schools or 
housing) is almost identical in the state 
and collective sectors — about 67%. 
For each Rmb 1 of additional output in 
1985, thé collective sector invested Rmb 
0.58 at some point in the preceding 
three years. In the state sector, the ratio 
of net productive investment to new 
output over the same period, expressed 
as the investment cost of Rmb 1 of addi- 
tional output, was Rmb 2.08. 

It will be no surprise to anyone famil- 
iar with the contrast of management 
styles and amount of entrepreneurial 
spirit between the two sectors that col- 
lectives are more efficient, though many 
officials in Peking who confuse effi- 
ciency with gleaming, under-utilised 
new machines still dismiss collective en- 
terprises as backward and primitive. 
That collectives may be four times more 
efficient than state-owned units in their 
utilisation of capital, however, is as- 
tounding. 

A more important source of invest- 
ment funds are "self-raised funds and 
other sources," consisting of enter- 
prises’ retained funds and extra- -budget- 
ary funds controlled by state units at 
various levels. These monies were 
nearly a third of all capital- -construction 
investment by state-owned units in 
1984-85, and represented nearly half of 
all state fixed investment. Funds con- 
trolled by enterprises and government 
departments outside of budgetary con- 
trol were estimated to have reached 
Rmb 140 billion in 1985, equivalent to 
more than 80% of budgeted state rev- 
enues, according.to the Peking Econo- 
mic Daily: 


Spic funds are even more im- 
portant for collective-enterprise in- 
vestment and are virtually the only 
source of investment funds for individu- 
als. Including individual investment in 
rural housing, self-raised funds proba- 
bly accounted for more than 60% of all 
fixed investment in the entire economy 
in 1985. More than 90% of individual in- 
vestment is rural based, and more than 
6095 of rural individual investment is 
private housing construction. 

-. At least some of the state sector's 
self-raised funds may be bank loans in 
disguised form. Enterprises diverted 
working-capital funds to investment 
and then borrowed additional circulat- 
ing funds from the banks, some 
economists say. In other cases, circulat- 
ing-fund loans have been used directly 
to finance new investment. 

In theory, only the People's Con- 
struction Bank and the authorised trust 
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and investment corporations can make 
capital-construction loans. The quasi- ` 
independent specialised banks are re- 


stricted to lending working capital. In 


practice, however, local authorities 
"treat the ‘specialised banks’ as de facto 
secondary sources of state funding. . . 
and ‘local’ planning departments even 
have the authority to order banks to 
offer investment loans on terms ap- 
proved by the planning departments," 
economist Wang Jiachun wrote in the 
Guangming Daily in March. 

This kind of extra-budgetary invest- 
ment by enterprises and government 
units, either by diverting working capi- 
tal or profits, commandeering funds or 
shifting resources and manpower and 
resources among different projects, was 
not unknown in the past. But the cur- 
rent scale of non-plan investment by 
state enterprises and administrative 
bureaux is unprecedented. 

The most likely scenario is that it was 
the PBoC's cutback of circulation funds 


TOTAL FIXED 
INVESTMENT 
BY SECTORS 


(Rmb billion) 


Individuals soa B 
ER mes rural housing) p State-owned enterprise 


A cottective enterprise Beo t ne captar 





Note: 1983 individual and collective figures are interpolated. 


Source: State Statistical Bureau's Statistical Yearbook of China 1384 and 1985, 


and communiques for 1984-85. 


REVIEWDIAGRAM by Andy Tang 


— not capital investment — coupled 
with increasing raw-material shortages. 
that brought the 1984-85 boom to a halt. 
Although the PBoC was unable to con- 
trol investment using self-raised funds. 
each new investment required new in- 
jections of working capital, normally fi- 
nanced through circulating fund loans 
from the specialised banks. 

The crunch started in late 1985 as 
cash-strapped enterprises, delaying 
payments to suppliers but unable to col- 
lect their own receivables, eventually 
were no longer able to roll over their 
short-term debts. The ensuing chain 
reaction of bank defaults on inter-bank 
settlements might have been termed a 
banking crisis had it occurred in another 
country. 

What is alarming about this: is that it 
implies that the underlying problems of 
excessive investment have in no way 
been solved, and uncontrolled growth 
could easily resume once controls over 
circulating funds are relaxed. State 
units’ investment in fixed assets con- 
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ther 17.3% over the year-earlier | 
figure. Although far less of a gain than | 
that recorded last year, this is still ex- | 
tremely high in historical terms and rel- | 
ative to what will likely be a much lower - 
rate of national-income growth this 
year: 


" State Council issued new “regula: | 
tions on control over the scale of in- 
vestment in fixed assets" on 23 July. | 
“All investments in fixed assets, includ- - 
ing those by state and collectively 
owned units and by individuals, and the | 
Chinese side of Sino-foreign joint ven- — 
tures, should be included in national, E 
departmental or regional plans," the. e 
new regulations say. 
The new regulations also call for. 
strict management of bank credits fc E 
capital spending, calling for 30% in- 
terest charges on capital- M | 
loans not included in the state plan. In- 
vestment by collectives, including rura 
township industry, are to f 
included in the plans for the — 
first time, though they will | 
be subject to non-com e 
sory guidance planning. | 
vinces and cities are. 
structed to set quotas for i 
dividuals' investment in cap- 
ital construction, and ban 
are banned from leriding d 
individuals to establish en- 
terprises or purchase motor | 
vehicles. | 
The new State Cour cil | 
regulations are no more 2 
likely to work than the ones | 
they. supercede because x 
regions and departments ir 
tended to supervise planning 1g 
of investment more closely y 
are among the main sources. 
and beneficiaries of exti = | 
budgetary investment. It will - 
take more than proclamations for Pe- 
king’s planners to assert control over 
funds they no longer own nor provide. — 
The fallacy of attempting to control. 
investment through limiting the gro t 
volume of loan funds is that investment : 
demand is not affected, and the banking — 
system has no monopoly on the supply 
of funds. Enterprises and indic 
which invest their own funds are in i 
sense lending money to themselve: V 
economists Chang Yunkun and Yang B 
Yonglin wrote in the Peking Jingji Yan- 
jiu (Economic Research) in April. Far. 
higher interest rates are needed, they 
say, before enterprises will consider Bs 
banking their excess funds instead of in- a 
vesting them. a 
Allowing market forces to play a role | 
in determining the cost of funds is the | 
most direct solution to the excess-in- | 
vestment problem. The stumbling block 
so far is that many less-profitable state 
enterprises would face bankruptcy: 
Less profitable does not, in China’s 
half-market, half-planned economy, i 
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low, fixed prices, already find it difficult 
to compete for investment and working 
capital — the giant Anshan steelworks 
_in Liaoning has had to delay a plan-ap- 
proved project to expand output by 1 
million tonnes because it has not been 
A able to raise the necessary funds. 
This is why some 
e conomists are beginning to look at * 
dustrial policies" — selective sippa 
through subsidies or tax exemptions to 
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= ollowing strong first-half growth of 
8.1%, Taiwan's prospects for the 
1 rest of 1986 look good, despite some 
we rries over the impact af the rising NT 
dollar. 

E The economy's continuing robust- 
ness was reflected in the leading indi- 
ca ors’ index, which experienced its 
argest increase of the year in July on the 
Satength of a huge 36% jump in export 
orders for that month from the year-ear- 
l ier figure. The export surge should con- 
ti nue at least through the third quarter, 
bringing a likely real-growth rate of 9% 
or more for the quarter. A general cool- 
ing-off is likely in the final quarter, 
which should be able to manage about 
7.5% growth. For the whole year, real 
economic growth looks set to top 896 
= The competitiveness of Taiwan's 
m iajor exports, including textiles and 
apparel, footwear, and consumer elec- 
tronics, 
hanced by world-wide currency shifts 
that have seen the US dollar — to which 
the NT dollar has traditionally been 
loosely pegged — falling sharply against 
the yen and the Deutschemark. 

., Falling oil prices have also brought a 
oed boost to the economy, as the na- 
yn’s oil-import bill fell 32% to US$1.3 
villion in the first seven months of the 
ear. 

. Exports jumped 2195 during the 
e period, to US$21.6 billion. While 
g E ns came in all markets, including a 
22% jump in shipments to the US — 
5 yich took just under half of the total — 
arger proportional increases were re- 
gistered in trade with Western Europe, 
pe result of the NT dollar's weakness 
against European currencies.. Ship- 
| nents to West Germany, Britain and 
t 1e Netherlands from January-July 
showed impressive gains of 47%, 30% 
and 33%, respectively, over year-ear- 
lier figures. 

At the same time, the NT dollar's up- 
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iust sell most or all of their output at 
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China. x demand cannot really 
be controlled anyway, and attempting 
to do so through pure market forces 
makes adequate development of infra- 
structure and basic industries difficult, 
according to Yang Mu and Huang Yiyi 


of the Chinese Academy of Social 


Sciences in Economic Research last 
March. 

Yang and Huang admit that the term 
“industrial policies” is really just a 
euphemism for traditional planning, but 


porters, who feared it would erode their 
products’ competitiveness in the US and 
neutralise benefits derived from the US 
currency’s decline. On 27 August, the 
local dollar closed at NT$37: S$1, for 
the first time in five years, representing 
an 8.4% increase since the Group of 
Five (G-5) meeting of finance ministers 
last September. 

Even át that level. however, the NT 
dollar remains under-valued, given the 
underlying strength provided by the 
massive trade surplus and foreign-ex- 
change reserves. The US Government 
has been pressuring Taipei to revalue its 
currericy as a way of reducing the trade 
gap. Thus, many economists and busi- 





REVIEWDIAGRAM by Ricky Hui and Ivan Kwong 


nessmen expect the central bank to 
allow the local currency to strengthen 
gradually to NT$36:US$1 by end-year. 
Export gains have not been matched 
by similar increases in imports, which 
rose 11% to US$13.3 billion. As a re- 
sult, Taiwan's already-huge trade 
surplus continued to grow. Overall, the 
island registered a US$8.3 billion 
surplus for the first seven months of the 
year, up 43% from last year. The politi- 
cally sensitive surplus in trade with the 
US grew to US$7.5 billion, a 32% rise 
over the previous year. At that rate, the 
US-Taiwan trade gap looked set to eas- 
ily surpass US$12 billion, compared to 





source allocation: Both Japa 





irl West 
Germany, and more recently South 
Korea, they argue, have relied exten- 
sively on supply-management methods. 
Even the US, they say, has used tax 
exemptions and other means to pro- 
mote investment in high technology, 
permitted accelerated depreciation al- 
lowances to aid ailing traditional indus- 
tries, and provided US$1.5 billion in 
loans to bail out its car manufacturer, 
Chrysler. 


TAIWAN 


Washington would burn more fiercely. 


The export boom had the effect of 
strengthening Japan’s position as 
Taiwan’s major supplier of goods. Local 
manufacturers use Japan's capital 
equipment, mechanical and electrical 
components, and raw materials to pro- 
duce goods for export to other markets. 
Export-fed demand for Japanese goods 
led to a 30% increase in imports from 
that nation from January through July, 
despite markedly higher prices caused 
by the yen's 27% appreciation against 
the NT dollar since the G-5 meeting. 
Taiwan's trade deficit with Japan thus 
jumped 44% to US$1.9 billion during 
the first seven months of this year. 

Taiwan's foreign-exchange reserves 
continued to grow by leaps and bounds, 
driven by the trade surplus as well as the 
central bank's heavy buying of US dol- 
lars on the local foreign-exchange mar- 
ket as it sought to slow the NT dollar's 
rise. Central bank governor Chang Chi- 
cheng told the watchdog Control Yuan 
on 27 August that the reserves had 
reached about US$34.5 billion. At the 
current rate of increase of more than 
US$1 billion a month, reserves could hit 
US$40 billion by the end of the year. ` 

Despite central bank measures — 
pu massive issues of treasury 

onds and certificates of deposit — M2 
money supply had by end-June grown 
2296 on the year. The rapid increase in 
the money supply raised fears of higher 
inflation by the end of the year. 

Up to now, however, consumer 
prices have remained remarkably 
stable, while wholesale prices have ac- 
tually declined. The consumer-price 
index at end-June was only 0.6% higher 
on the year, while the wholesale-price 
index had declined 2.995. Analysts pre- 
dicted that consumer prices would rise 
2% by year-end, and wholesale prices 
by 1%. 

Taiwan’s current-account surplus for 
the first quarter stood at US$3.1 billion, 
a sharp 77% increase over the first quar- 
ter in 1985. The year-end surplus ap- 
pears likely to surpass US$11 billion, 
compared to US$9.2 billion in 1985. 

— Car! Goldstein 
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More difficult to acquire 
than to afford. 


The BallantineS Business Planner 
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A Limited Edition in pure Modina goatskin leather with calculator, pen, built-in wallet and over 340 pages to make your life better organised. 


he world over, Ballantine's has set the 
standard in Scotch Whisky. Appreciated for 
its quiet, mellow and smooth taste. Ballantine's 
is considered to be the ultimate scotch by the 
connoisseur. 

It's not surprising, therefore, that this new 

9 planner is everything you'd expect from 
a name that's respected by the discerning 
drinker. 

Bound in soft Modina leather and carrying 
the international insignia in vivid gold, the 
Ballantine's Business Planner has a lot to offer 
the busy international executive. 

Silk-lined pockets for currencies, credit card 
sleeves, slim calculator and an elegant pen in 
classic black with granite texture - these are just 
some of the features that will impress you 
instantly. The other is the price - £52.95. 





Over 340 pages to plan your life better 

The contents have been carefully organised 
into 4 sections: Dates, Notes, Information and 
Finance. Each section contains information to 
help you plan your busy schedule more smoothly 
whether you're travelling or in your office. 
For instance, you'll find details on: 
* A full 1987 diary, monthly planners, a 5 page 
pull-out year Planner, international holidays, 
world fairs and exhibitions and a 3 page pull-out 
on world sports events. 
X 5 checklist pages, 20 pages for important notes, 
a divided section for personal and business 
addresses and telephone numbers. 
* A guide to world trade organisations, 
selected international hotels, car hire 
firms, international dialling codes, 
credit/charge card emergency numbers, 
international flights and distances, 
international currencies and conversion | 
guide, a 2 page pull-out of the world 
showing the time zones, monthly temp- 
erature and rainfall charts, plus maps of 





Please send me 


(state quantity required) Ballantine's 
Business Planners at a cost of £52.95 per itern inclusive of postage 
and packaging 
I enclose my Cheque[ ] Money Order( | Bankers Draft( |, drawn 
| on a London Bank made payable to George Ballantine & Son Ltd? | 


Please charge my American Express| | Visa[ | Diners Club[ | 
Mastercard| | |* for 




















: å ` . ‘ * Please tick opriate box 
16 leading international city centres. £ _(Value £ Sterling) as es | 
- EM o | T | 
X Credit card holders plus 6 pages for Card No.l. | Mi [T3131 25273 
you to keep account of expenses, not | 
forgetting the re-order form for Card Expiry Date 
planning ahead. | BLOCK CAPITALS) Mr/Ms Delete where appropriate | 
Only 5,000 Ballantine's Business Kirst Name...2 - ——- * "Sümame c RAD 
Planners are on offer internationally at 
; : : es; ? Address A a 
this special price of £52.95. 
So complete the details in the coupon ———— ———— 
and post now. Please allow 28 days for | Town * — Postcode i os | 
delivery. — Signature _ 


Post to: George Ballantine & Son Ltd, PO Box 109, 
Penn, High Wycombe, Bucks HP10 8HQ, England. 
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SIEMENS 


Lighting by Siemens - 
style and technology enhances 
interior design. 


For the interior lighting throughout its new Hongkong headquarters, 
the Hongkong & Shanghai Banking Corporation specified a luminaire 
system that combines efficient and versatile technology with 
aesthetic elegance — all vital qualities to enhance the building's archi- 
tectural merit. 


The SIDEKO lighting system from Siemens meets all these requirements. 
Efficiency: 80% of the electrical energy is converted into usable light. 
Highly polished, pure aluminium reflectors ensure a bright and even 
illumination. Furthermore, the waste heat generated is fed through 
extraction ducts to boost the thermal efficiency of the building’s aircon- 
ditioning plant. 

Versatility: The SiDEKO system includes recessed and surface-mounted 
fittings that blend with airconditioning ducts and suspended ceilings. 
Pendant and desk-top fittings provide an even and glare-free light dis- 
tribution necessary for areas where computer visual display terminals 
are used. 


Siemens worldwide activities embrace all aspects of high technology 

electrical and electronics engineering; from state-of-the-art micro- 

chips, information technology products, power engineering and factory 
automation to the latest electro- 
medical equipment. To sustain this 
broadly based capability, the Com- 
pany has worldwide production 
facilities supported by an interna- 
tional sales and service organization 
to ensure close contact with cus- 
tomers and tailored solutions. 
The Company employ$'more than 
300,000 people in over 120 countries. 
36,000 scientists and engineers are 
engaged in R & D, for whichgweinvesf 
over 2 billion US Dollars annually. 


Whatever the challenge =" + ne 
siemens has the technology, «s 
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DIMENSION 


achieves one of the 
lowest drag 
coefficients ever— 
0.31. 








Artistry 


A well-known writer once remarked, ‘“The 
beautiful rests on the foundation of the 
necessary.” 

We couldn’t agree more. Just as we 
believe that necessity is indeed the mother 
of invention. 

The Nissan 300ZX is an example of 
how we put what we believe into practice. 
Its not just beautiful, it's beautiful with 
a purpose. 

The graceful and ele- 
= gant body lines of the Nissan 
=. 300ZX aren't there solely 
== for aesthetics—they re there 
|also for aerodynamics. 
From the downward curve 
of the nose. The slant of 


The Nissan 300ZX the windshield. The smoothness of the walls. 


Everything has been meticulously thought 
out to minimize air turbulence and manage 
airflow to your advantage. 

So whether you're weaving in and out 
of traffic or cruising on the motorway, you 
ride, not struggle with the wind. And it's 
been proven that the more aerodynamically 
efficient your car is, the better the perform- 
ance and fuel economy. 

In short, there's more to the beauty of 
the Nissan 300ZX than meets the eye. It's 
a work of art with a practical value, an ideal 
marriage of form and function. 

And it succeeds because it has that 
intangible yet very real quality that makes 
a Nissan what it is— The Nissan Dimension. 


Quality in motion 
NISSAN 





he Year In Review. 





A Record Year For Deutsche Bank. Net- 


income of Deutsche Bank Group increased to 
$ 447 m., arise of more than 63% over 1984 
and the Group's largest profit ever. Group 
stockholders equity was increased by 
$ 690 m. to $ 3.8 bn. The bank's capital ratio is 
now at its highest level since 1957. 

Key Developments. Decisive in this strong 
performance was the substantial increase in 
revenue from commissions and own- 
account trading in securities. Foreign 
exchange and precious metals dealing also 
made a strong contribution to earnings. In 
1985, the bank handled the financial side of 
25% of all German exports. 

International Activities. Deutsche Bank's 
international banking operations expanded 
further. Our foreign network comprised 
15 branches, 10 wholly-owned subsidiaries, 
19 representative offices and 14 branches of 
European Asian Bank. Investment Banking 
operations in London, New York and Tokyo 
were expanded. DB Capital Markets (Asia) 
Ltd., our new investment bank in Tokyo. is 
active in the Japanese market. It's activities in 
the Pacific Basin are complemented by 
Deutsche Bank (Australia) Ltd. in Melbourne 
and Sydney. 

Based on the sustained growth of the Ger- 
man economy, Deutsche Bank looks forward 
to strong results again in 1986. 








Call your nearest Deutsche Bank office or — 
any branch of European Asian Bank - our — 





subsidiary in 12 Asia- -Pacific b countries - for 





the latest interim report: 


Deutsche Bank AG | 
Tokyo Branch, Ark Mori Building 
12-32, Akasaka, 1-chome 

Minato-Ku, Tokyo 107, C.PO. Box 1430. 
Tokyo 100-91, Tel.: 3/588- -1971 


DB Capital Markets (Asia) Limited 
Tokyo Branch, Ark Mori Building 
12-32, Akasaka, 1-chome 
Minato-Ku, Tokyo 107, C. PO. Box 1011 
Tokyo 100-91, Tel.: 3/589- 1986 


Deutsche Barik AG 

Hong Kong Branch. 

33rd Floor, Gloucester Tower 

11 Pedder Street, Central, G.PO. Box 9879 
Hong Kong, Tel: 5/255203/7, 5/244023/5, 
5/225385, base. ! 


Deutsche Bank at a glance ( Dec. 31 1985; | 


e Total Assets (in bn US$) . 96 4- 
e Capital & Reserves (in bn US ssi UU, 





e Branches worldwide — 1410 
e Employees. e 48,851 
e Stockholders .. 245,000 


“The leading bank in Germany - a world 
leader in international finance.” 





*unchallenged authority! 


There is no doubt amongst leading top management as to which publication is considered 
the most authoritative in the region on coverage of Asian business affairs. It's the Far East- 
ern Economic Review by an overwhelming majority! 





*unparalleled influence! 





No other publication in Asia or anywhere for that matter provides such depth and breadth 
of coverage of events throughout the region. Don't just take our word for it. Ask the peo- 
ple you look up to and respect the most which publication they turn to for unparalleled 
coverage of Asian news. The overwhelming response will be the Far Eastern Economic 
Review! 


*unequalled performance! 


since January of 1974, the Review has grown in size from just over 20,000 copies per issue 
to its present circulation of more than 63,000 copies per issue. 


A growing number of advertisers have taken full advantage of this impressive growth. The 
Review has increased its ad page volume from 1,458 in 1978 to 2,593 in 1985. 


Advertisers know beyond question that the Review reaches the highest concentration of 
Asia's most important people. And they know that as an effective advertising vehicle, its 
performance is unequalled. 


FarEasternEconomie 





SRG Executive Surveys — Asian Executive Study Unparalleled influence in Asia. 





















IN THE HEART OF A CITY 
CREATED FOR COMMERCE 
A NEW ERA IN LUXURY. 


The Osaka Hilton International will open 
on Sep 10, 1986. 


- We will offer: 

* [deal central location 

e Weil-equipped business centre 
e Spacious well-appointed guest 
rooms 

e Executive floor with concierge, 
complimentary continental 
breakfast and private lounge. 

e Numerous restaurants 

e Extensive recreational facilities 


FTESERLEEETJ11175 











For reservations, call your travel agent, 
any Hilton International botel or Hilton 
Reservation Service. 


OSAKA HILTON INTERNATIONAL 
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REUTER MONITOR 


Australian 
financial 


markets. 


f you are dealing in the 

Australian financial markets, 

you'll appreciate the range 
and depth of the information the 
Reuter Monitor Service can 
provide. On page CGLG, for 
example, up to eight marketmakers 
offer you quoted rates on the 
fastest-moving Australian 
Government Bonds. Interested in 
interest rate swaps? Take a look at 
page MAQD from Macquarie 
Bank Limited. And current 
currency options from Midland 
International Australia Limited can 
be found on page MIDA. 

Maybe your needs are less 
esoteric. On page ASAP, Aussie 
Dollar Spot is now available 24 
hours a day, sourced from 
contributors around the world. 

As a Reuter Monitor Service 
subscriber, you'll be able to get a 
clearer view of world markets as 
they move — second by second. 


For further information please contact your 
local Reuter Sales Executive or Bruce Allen, 
Marketing Manager, Reuters Asia, Australia 
and New Zealand, 5/F Gloucester Tower, 
11 Pedder Street, Central, Hong Kong. Tel: 
5-8436363. Telex: HX 73310/HX 74140. 


A clearer view of world markets 








Definitely International. 
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The Lufthansa network. 147 destinations within 80 countries and 6 continents throughout the 
world. 





©) Lufthansa 


German Airlines 


In today's diverse and changing financial world, you need a part- 
ner who can work with you regardless of your direction. One with 
multiple-market coverage and a broad range of services. 

IBJ can offer you a full spectrum of investment-banking 
services worldwide. Our highly integrated network of independent 
offices and subsidiaries is providing. corporate and institutional 
clients with everything from. innovat inancing to investment 
 . management, mergers à C ject 

v leasing. | 
B innovative approaches vital nee 
—_—__e ONEN i sae IBJ is continually: seeking and developing new financial tech- 

"731 e ID T a Repo Lv 005 7^, higues and instruments —suchas swaps, note issuance, revolving 

IBJ gives you more than just our word underwriting and multi-option facilities—to help you raise funds 

more efficiently, improve. investment returns and generally stay 
ahead of ever-changing financial requirements. 

Serving clients in this way, IBJ International Limited, for 
example, the London-based merchant-banking arm of IBJ, has 
significantly expanded its role in the primary market. In 1985, it 
acted as book runner/sole arranger for 11 issues and co-lead 
manager for 31 issues in the Eurobond market. 

Since we are also one of the world's major international loan 
syndicators, our financing advice is both comprehensive and 
without bias. 


The leader in the Tokyo. financial. market 

IBJ has the experience and depth you need for optimum 
performance in the Japanese market. As Japan's pioneerinlong- . | | 
term financing, we've been helping corporations to raise capital ^ | 
here for over 80 years. Moreover, as the underwriter of over 9996: 
of Japanese government-guaranteed bonds, and the top commis- 
sioned bank for Japanese corporate bonds, our knowledge of this 
market is unparalleled. That is why clients continually ask us for 
information and advice before and during proe negotiations for 
a new issue. | 

We played a crucial role i in ‘establishing Japan’ 5 market for 
foreign bonds in 1970. We've regularly dominated as lead- 
commissioned bank for Samurai bonds ever since. (In 1985, IBJ's 
share was 46.696 based on amount.) Now that the market is open 
for direct financing in other currencies, such as US$, more and 
more international clients are taking advantage of our depth and 
expertise to diversify their sources. of funds. 


Investment management 

Through advice and management, IBJ helps investors arrive at 
appropriate strategies for their specific objectives. in markets 
throughout the world. 

We're also well-positioned to connect you to Japan’ s wealth of 
investment opportunities. Drawing on our deep understanding of — 
the capital market as well as on the fact that IBJ, while itself fully — 
independent, does business with members from all of Japan' s large 
industrial groups, we're: able to promise: full [eUam and the 

broadest possible investment Coverage. | 













An acknowledged leader i in v international finance and industrial 
development with a strong presence inthe growing capital markets, 
IBJ has the flexibility, the power, and the expertise to deliver sound, 
economical strategies custom-tailored to your own unique 
requirements. 
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Overseas Network/New York/Los Angeles/San Francisco/Houston/Chicago! i/Atlanta/Washington/Toronto/Vancouver/MexicofPanama/Sào Paulo/Rio de Janeiro/London/Paris/Frankfurt/ 
Düsseldort/ Madrid/Luxembourg/Zürich/BahrainiSingapore/Hong Kong/Jakarta/Kuala Lumpur/Bangkok/Beijing/Shanghai/Guangzhou/Dalian/Sydney/ Meibourne/Perth 
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Now you can turn heavy oil 
into more profits when you 
license the Phillips Metals 
Passivation Process — the 
economical way to awaken 
new opportunities for in- 
creased gasoline production. 


CRUDE 
AWAKENING: 


METALS 
PASSIVATION. 


A complete service and tech- 
nology package designed to 
provide the know-how to 
meet your needs — now 
and in the future. 


For more information, contact: 
Phillips Petroleum Company 
Technology Licensing 

Patent and Library Building 
Bartlesville, OK USA. 74004 
Telephone: 918-661-0619 


LICENSE 


Metals Passivation is a major 
breakthrough in catalytic 
cracking, allowing lower 
quality feedstocks to be 
processed into more prof- 
itable products. 


PHILLIPS 


With it, you license the 
Philips Performance Package. 


PERFORMANCE 
PACKAGE.” 





TELEX: 1TT4994031; TRT 140338 PHILNET; MCI 6710989 PHILNET. 
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€ THE package-deal ipprdach to in- 
vesting in Asian stockmarkets is becom- 
ing remarkably popular among foreign 
underwriters and investors alike nowa- 
days. This is fine in the sense that it in- 
duces more equity investment in Asian 
markets, especially the smaller ones, 
and gives investors unfamiliar with the 
region the benefit of expert fund man- 
agement. But there is a danger of creat- 
ing categories of first- and second-class 
citizens in the process. 

There is no reason whatsoever why 
any enterprising fund-manager should 
not launch a vehicle for investing in 
stockmarkets which are already open to 
direct investment by individual invest- 
ors. Several such funds already exist. 
The potential complications start when 
funds obtain concessions which are not 
available to individual investors. 

Rival fund managers were dismissive 
of Merrill Lynch's Bangkok Fund when 
it was launched some months ago, be- 
cause it offered nothing which the indi- 
vidual investor could not get for himself 
(other than Merrill Lynch's investment 
judgment, that is). What was the point 
of investing in such a fund, unless it of- 
fered special concessions on such things 
as withholding tax, asked competitors. 
They might equally have asked why 
Bangkok should give special conces- 
sions to Merrill Lynch — or anyone 
else, for that matter. 

The issue is about to crop up again, 
this time in Malaysia. Shroff's infor- 
mants there tell him that the govern- 
ment may be prepared to grant a with- 
holding-tax concession to a US$100 mil- 
lion new Malaysian fund which the 
Washington-based International Fi- 
nance Corp. (IFC, an arm of the World 
Bank) is planning to launch. This will 
probably be a Securities and Exchange 
Commission (SEC)-registered, New 
York Stock Exchange (NYSE)-listed 
fund. Similarly, Shroff understands 
from local sources that the IFC may get 
withholding-tax reductions on a US$25 
million Thai fund it is planning. This 
would be a London-listed fund. 

IFC has the best motives in seeking 
such concessions. Its mission is to lever 
open developing stockmarkets and use 
its (not inconsiderable) influence to per- 
suade governments to create a more 
open investment environment and to re- 
move blocking or irritating restrictions. 
This is partly the raison d'etre for its 
US$50 million Emerging Markets 
Growth Fund which recently got off the 
ground. But there are dangers in this ap- 
proach. The first is the obvious one of 
creating in effect a two-tier market if 
any concessions granted are available 
only via an IFC-promoted fund. The 
other is that parties close to a particular 
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Hongkong Stock Exchange. 


government might use their influence to 
Obtain concessions for any fund in which 
they could secure participation. 

There is a dilemma: how do you get 

governments to institute reforms with- 
out ready money to act as a carrot? At 
the same time, how do you avoid getting 
stick if you benefit directly from such re- 
forms? Admittedly, a reduction in the 
withholding tax, for example, may not 
be sufficient to swing the balance be- 
tween the return an investor can get by 
going directly into a particular market 
and going in via a special fund. But 
sweetheart deals are not the best way 
for an emerging stockmarket to win 
friends and influence investors at large. 
IFC has to find some way either of get- 
ting governments to offer parity to all 
investors — or at least to all institutional 
investors who want to be involved, 
either via special funds or through direct 
investment. 
@ ONE such institution which believes 
in going into emerging Asian markets 
with no special concessions (and no illu- 
sions) is Baring International Invest- 
ment (Far East) which is about to 
launch an Asia Pacific Fund which it will 
manage, and to which Prudential-Bache 
Securities Inc. will act as administrator. 
The closed-end fund will invest not only 
in the open markets of Hongkong, 
Singapore, Malaysia and Thailand — 
but also in semi-open Manila and in 
closed South Korea and Taiwan. It will 
be the first publicly offered, US-SEC 
registered, NYSE-listed vehicle to in- 
vest primarily in a group of Asia Pacific 
markets. The fund will be at least US$35 
million at launch and could run to two or 
three times that amount. 

What Shroff likes is not only the con- 
cept, but the honesty of the prospectus 
in telling potential investors more than 
the usual public relations-type cliches 
about high growth, dynamic economies 
and political stability of East Asian 
countries. The good things are men- 
tioned of course, but so are those often- 
unmentioned facts such as the high de- 
gree of government intervention in 
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some of the region's economies, the 
“political risks,” the lack of uniform au- 
diting and financial standards, the rela 
tive illiquidity of certain markets, and s o 
on. And of course, those irritatin; 
things like withholding taxes and so on. 
Full marks to Barings for that: 2 
The Asia Pacific Fund will invest ii in 
securities traded on these markets, 
securities of companies that derive a 
least 50% of their revenues from doing 
business with the countries concerned 
and Asia-Pacific companies whose pne 
mary stock-exchange listing is outs 
the region (say, on the NYSE). It 
also become a fund of funds and go iai O 
other investment companies and trusts 
operating in the Asia-Pacific marke S, 
such as the Korea Fund for instance. At 
least 80% of the fund will be in equities. 8, 
€ TALKING of funds of funds, Shroff 
gathers that the Hongkong Securitie es 
Commission is still agonising over 
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whether or not to allow such vehicles in 


Hongkong (SHROFF, 28 Nov. '85). 
These are probably safe enough so lor ig 
as the fund at the top of the pyramid i dn 
vests only in other unit trusts e E 
mutual funds, whose market value can, s 
though it often may not, exceed.the 
value of underlying assets) and pro 2 | 
vided that there is not too much gearing - 
in the whole structure. It is probably | 
better to draft such specific safeguards 
now rather than have to bow to the 
inevitable and make compro 
later. S 
e AS Shroff noted a few weeks ago, the 
securities industry in Hongkong is ove - 
brokered, to the point where many 
smaller operators are threatened with 
going broke themselves. Anxious Í or 
just about any business they can lay th eir 
hands on, the brokers are backing the 
establishment of an Unlisted Securit : 
Market or USM (SHROFF, 31 July). 
Now 180 of them have asked permissic on 
to join the Hongkong Futures Ex- 
change (HKFE) to trade stock- index fu- 
tures there. E 
The high standard of competence 
and integrity which the exchange likes. 
to claim would surely be diluted disas- 
trously by bringing in a load of wor k- | 
hungry stockbrokers. This is all the more 
true if the HKFE is going to meet i i 
target of bringing in other financial fu- 
tures trading by the end of this yea: ar. 
These will probably take the form of 9 0- i 
day interest-rate contracts in US dolla 
and Hongkong dollars, plus curren es 
contracts in yen and Deutschemarks. - 
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Brokers should accept that many of | 
them are literally redundant, now that | 
the four old stock exchanges have gon E: 
and now that the big banks’ in-house 
brokerages are grabbing most of the in- A 
ternational business. - 


PRODUCERS’ RAW DEAL 
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By Philip Bowring in Hongkong 
y The crisis in trade in 
| farm products is so 
d | serious that it threat- 
ens the world trading 
and payments system. 
Sacre The crisis is one of 
BL. "n huge surpluses and 
gH SEEDS OF LUL d rock-bottom prices 
brought on, to a large extent, by excess 
_ production and export subsidies in the 
industrial countries. Prices for a large 
| number of agricultural products are 
| at levels in real terms not seen since 
the Great Depression of the 1930s 
— a depression preceded by a sharp 
rise in agricultural protectionism in 
‘Europe. 
__ The occasion for the crisis is ironic. 
| On one hand it has been caused by the 
. abandonment in most of the so-called 
|. market economies of the OECD group 
| of.any pretence of allowing even par- 
-| tially free markets to operate in the farm 
| sector. On the other hand it has been the 
| freeing of markets in the developing 
= world, most dramatically in China. 
| It may only be a middle-ranked 
| player in farm trade, but China's 
output surge of the past few years, 
. resulting more from market in- 
centives than new investment, has 
| caused a fundamental shift in the 
Ssupply-demand balance for sev- 
eral key commodities. Although 
. Over time real prices of farm pro- 
| ducts should fall owing to ad- 
_ vances in productivity, prices are 
. now so low as to threaten many 
Green Revolution gains. 
-— . Protectionism in trade in 
. manufactures creeps forward item 
| byitem, bilateral deal by bilateral 
deal. But the rifts and stresses on 
agriculture are now so severe that 
they put at risk a number of key 
_| relationships and understandings 
_| without which the global trading 
-| system — still relatively open 


| 





| 4 













(Annual % 
changes) 


m 
971 
972 


*Deflated by unit values of manufactured exports. 
“Production plus beginning of year stocks. 
Indices use same weights for individual food commodities as in price index. 
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China’s cotton crop. 


REVIEWTABLES by Ricky Hur 


by historical standards — could split 
into warring blocks. The present situa- 
tion also threatens some specifically 
economic, but equally undesirable, 
effects. 

The problem has been gathering 
momentum only gradually. Just as few 
bothered about Opec for many years 
before 1973, so few have noticed how 
farm-products cartels and subsidies 
have moved from being obstacles to 
freer trade to being actively destructive 
to the trading system. The issue has 
been brought into prominance by the in- 
troduction by the US this year of export 
subsidies to sell wheat, cotton, sugar, 
rice and other key products. 

These have drawn anger from allies 
such as Australia, Thailand, Argentina 
and Canada and — with unerring 
arrogance and hypocrisy the 
EEC. Yet the US is an innocent party 
compared with Japan and the EEC 
when it comes to protection of local 
farmers. 


FOOD COMMODITY PRICE AND SUPPLY 
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production 


Food commodity prices 
Nominal (US$) Real* 








Source: IMF. 
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The farm-trade crisis threatens a major collapse 


Reaping the whirlwind 


The US move has helped bring the 

crisis to a head prior to the all-important 
mid-month ministerial meeting of the 
General Agreement on Tariffs and 
Trade at Punta del Este in Uruguay. 
The meeting must set in train real pro- 
gress towards unsubsidised farm trade 
and fewer entry barriers, and give hope 
to efficient developing countries that 
the Gatt system is not an OECD extor- 
tion racket. If not, one or more of the 
following is likely to happen: 
» Various farm-exporting less-develop- 
ed countries (LDCs) will renege on 
their debts. Argentina is the most- 
often cited but there are several 
other possibilities, including the Philip- 
pines, Pakistan, and ultimately Thai- 
land. 

Even OECD member Australia 
could follow. Justification would be 
easy: ability to. service debt has been 


specifically and drastically impeded by | 
anti-market policies in the creditor na- 


tions, especially the EEC and Japan. 
This is not a moral issue. Sim- 
ple economics demands that the 
creditor nations accept the inter- 
national consequences of domes- 
tic farm-production and export- 
subsidy policies. At present all 
countries outside the Soviet bloc 
are suffering, but none feels 
strong enough to stand up to the 
EEC-Japan-US group, whose 
fights are so disruptive but whose 
interests are essentially the same. 
As a recent Trilateral Commis- 
sion report indicated, the three 
are increasingly aware of the dan- 
gers of farm-trade frictions among 
themselves. But they seem little 
aware of the wider dangers, only 
tinkering with their farm-support 
systems rather than radically al- 
tering them in the direction of the 
market. 
» Despite some awareness of the 
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guae Me roa Mohit he 
tween the EEC, US and Japan could 
well spill over into non-farm products, 
and thus raise other trade barriers. At 
present the emphasis is on US-EEC 
fights for third markets. But of potential 
markets, Japan remains the most highly 
protected and could become the main 
focus of US anger. 
» The US, traditionally reliant on farm 
exports and encumbered by a huge 
trade deficit, sees parts of its banking 
system threatened by the farm-trade 
crisis. It will either close other trade 
doors in retaliation, or use its potential 
— unlike the EEC or Japan, there is 
plenty of idle land in the US — to esca- 
late market competition. 
» Seriously affected smaller countries, 
which include Australia as well as most 
Asean nations, will, faced by apparently 
insurmountable trade-balance prob- 
lems, retreat to import substitution. In 
long run this will be self-defeating, 
. some countries found out in the 
1930s. But it would be understandable if 
alternatives appear to fail. 
» China will decide that the benefits of 
open trade have been exaggerated, re- 
turning to its historical view that trade is 
a necessary evil, not a positive good. 
India will decide that its 20 years of 
closed minds and borders has been the 
right policy after all. 
» The world generally will drift into 
prolonged recession. Unemployment 
in Europe will remain very high as 
farm policy depresses urban incomes 
while inflating exchange rates and 
increasing pressure for more protection 
for industry; external demand in de- 
veloping countries will be severely 
depressed by foreign-exchange short- 
ages due to weak farm prices, in turn 
hurting capital-goods exporters in 
OECD countries; LDC domestic de- 
mand will be held down by the con- 
^ uent diversion of resources to ineffi- 
nt sectors. 
»' Severe food shortages will recur. The 
1973-74 global food crisis shocked many 
LDCs into injecting resources into 
often long-neglected agriculture, 
ploughing money into irrigation, 
fertilisers, pesticides and new 
seeds that boosted productivity. 
At the time agriculture was, in re- 
lative terms, taxed more than in- 
dustry. 

However, while most coun- 
tries, except China and India, 
sought to relate prices and output 
to domestic demand, world mar- 
ket situations have impinged one 
way or another. Although in 
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into which food trade has fallen. Re- 
spectable-sounding goals of “national 
food self-sufficiency" have been fos- 
tered by the narrow and unstable mar- 
kets in several key commodities, most 
notably rice. Self-sufficiency at any 
cost simply discourages efficient pro- 
ducers. 

They are further discouraged when 
prices are depressed by export subsidies 
from surplus producers where farmers 
are responding not to global price sig- 
nals but prices determined by domestic 
political considerations. For example, if 
Indonesia is unable because of budget 
constraints to sustain rice self-suffi- 
ciency, will the Thais by then have been 
so discouraged by low prices that they 
will have sharply cut their exportable 
surpluses? If so, who will supply the 
market? 


Ji is the most obsessed with so- 
called “food security," a reflec- 
tion of virulent chauvinism as well 
as the political clout of rice farmers 
who now get about five times the price 
received by their counterparts in Thai- 
land, who depend on the world market. 
Although Japan does not generally 
disrupt other markets by exporting 
food (other than canned fish mostly 
taken from other nations' waters), its 
massive barriers thwart a huge amount 
of trade which would otherwise take 
place. 

Ironically, Japan's aim is to achieve a 
level of farm efficiency equivalent to 
that of the EEC. When measured against 


PRICES & SUPPLY OF AGRICULTURAL 


RAW MATERIALS 


(Annual changes) 


Index of supply of 
agricultural raw materials* 
(right scale) 
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Ap EK lex iy | 
defies rational analys But it vier [n 
and should draw — direct and specific : 
retaliation. ^" 
As usual, South Korea has been fol- T 
lowing Japan's example, for the same | T 
ostensible reason. South Korea has. Iv 
been rightly praised for achieving rapid - 
industrialisation without high tariff pro- li f 
tection, while keeping urban and rural 
income growth in balance. It is the only - 
developing country where effective pro- | 
tection rates are higher for agriculture | 
than industry. But the cost to consumers - 
and taxpayers is getting higher and - | 
higher as the gap between world and | 
local food prices widens. On average, | 
domestic producer prices exceeded im- - 
port prices by an amazing 166% in 1980- | 
82, and the difference has risen further — 
since then. E 
Meanwhile, South Koreans who | 
must pay “luxury” prices for rice and- 
beef are deprived of access to bres 
ries" such as bananas, which the Phi 
lippines can grow several times more- 
efficiently. South Korea’s parasitic, js 
mercantilist view of trade is damaging | 
regional growth. Industrial nations, | 
old and new, all seem to be behaving - | 
in the same myopic way, and by closing | 
their own markets are paving the way- 
for a new import-substitution counter- | 
offensive among importers of manufac- Kk 
tures. 4 
But not all the blame lies with them. | 
There are plenty in the developing | 
world who have been pursuing the ping | 
grail of self-sufficiency, sometimes at a - 
very high cost. Even market- oriented | 
Malaysia once tried it with rice, thou 
why, being so close to Thailand and. 
Burma, rice “security” and self-suffi- - 
ciency became synonymous is hard [ i 
fathom. Other countries, while not ac- 
tively subsidising specific crops or ag- | 
riculture generally, have aimed for “bal- | ] 
ance.’ | 
Fearful of market vicissitiidem they 
have discouraged production of crops t | s 
be internationally traded in favour € of | 
ones to be domestically consumed. . 
ternatively, if a successful expe : à | 
crop has developed of its own ac- 
cord, it is then taxed (wage 4 
goods are easily taxed) to suppo rt 
either urbanites or less successful - 
farming. Many see Thailand’s suc- | 
cess as stemming from its lack | 
of policies towards specific farm | 
sectors. 
A free-market policy does. 
not rule out short-term support- 
buying to stabilise prices for - | 
risk-averse farmers, nor longer- | 


theory the fall in oil prices should 
help agriculture by cutting fer- 
tiliser costs, markets — as well as 
government budgets — are signal- 
ing a cutback in resources allo- 
cated to farmers as well as reduc- 
tions in price incentives. 
The next food crisis may be 
| worsened by the vicious sa 
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term efforts to raise production - | 
through investment in irrigation 
and pricing policies which do not | 
discriminate against the rural sec- | 
tor. These have been successful | 
on the Subcontinent where previ- | 
ous neglect of agriculture in | 
favour of industry had led to re- 4 | 
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some projects — such as the Maha- 
veli dam project in Sri Lanka — sug- 
gest that rice self-sufficiency costs are 
becoming inordinate. And in India pro- 
duction has outstripped demand and 
created problems of surplus, suggesting 
that some shift away from farm supports 
is likely. 

Part of the problem is a perceived 
need for huge stockpiles against harvest 
failure. These are expensive and suffer 
heavy losses from deterioration. The 
World Bank suggests that greater re- 
liance on international trade as a 
stockpile substitute would be much 
more efficient. But India has become as 
obsessed with the “national food-secu- 
rity" myth as Japan, to the detriment of 
its trade generally. On the export as well 
as the import side it has retreated from 
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Sugar cane harvest in the Philippines. 


the trade system, losing out on the tea 
trade while becoming self-sufficient in 
grain. 

The sorry and worrying picture of 
world trade will get worse if the major 
trading nations, obsessed with domestic 
politics and their relationships with 
each other, do not recognise that farm 
exporters cannot be treated as marginal 
to world trade, and farm-products 
trade as residual to domestic policies. 
Otherwise they will reap a whirlwind 
of debt default and counter-protec- 
tionism. 

Unfortunately if they cannot recog- 
nise how much damage they are already 
doing to their own económies, let alone 
those of other people, it is hard to be op- 
timistic. Farm policy reveals a danger- 
ous atavism. The closer the advanced 
nations get to reliance on manufactured 
survival foods, the more determined 
they are to retain peasant roots and 
peasant mentalities. Oo 
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quee issue of agricultural trade is ex- 
pected to dominate the meeting of 
trade ministers from the 92 member 
states of the General Agreement on 
Tariffs and Trade (Gatt) when they 
meet in Punta del Este, Uruguay, on 15 
September to launch the new round of 
global trade-liberalisation talks. 

Continual trans-Atlantic skirmishing 
on farm exports — most recently, the 
escalating US wheat-subsidy battle 
which has incensed other major wheat 
exporters such as Australia, Canada 
and Argentina — has set the stage for 
some ill-tempered wrangling over how 
trade in agricultural products should be 
handled in the new round. But it has 
also injected a note of urgency. 

Reform of the rules governing agri- 
cultural trade is, however, fraught with 
difficulties. Virtually every country pro- 
tects its farmers in one way or another 
from foreign competition, and farm lob- 
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Fireworks to come 
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bies are among the most politically pow- 
erful anywhere. Previous attempts to 
bring agriculture more firmly within the 
ambit of Gatt’s fair-trade regulations 
have met with little success. 

From the start, Gatt has treated agri- 
culture as a special case, and the rules 
designed to curb unfair trading practices 
are so loosely drafted as to have little 
practical effect. Export subsidies, the 
single most important source of distor- 
tion in world farm trade, are permitted 
— provided they do not exceed those re- 

uired to secure an “equitable market 
share." 

This is a concept which has proved 
impossible to define in practice. Gatt 
rules limiting the use of import restric- 
tions are generally ignored, while the 
US has had a formal waiver from those 
rules since 1955. 

Ministers in Punta del Este ií 
have before them a draft declaration 


The best offence 
is a good subsidy 





While calling for 
| liberalisation of ag- 
| ricultural trade in the 

^ next round of Multi- 

lateral Trade Negotia- 

b Sem tions (MTN), the US 

— a" has launched an ag- 

merce nan gressive subsidy cam- 

paign to boost its farm exports. The re- 

sult of the latest US drive will be an in- 

crease in the volume of US exports — 

but one which will do little to halt the 

fall in farm-commodity prices, or solve 
the chronic problem of over-supply. 

The aggressive programme stems 
from the same frustration which makes 
the US keen to include agriculture in the 
MTN. The frustration is mainly with the 
EEC and Japan, where the political 
strength of farm lobbies appears out of 
all proportion to farmers’ numbers. But 
the aggressive subsidies may lose the US 
friends — non-subsidy exporters, such 
as Thailand, Australia, Canada and 
Argentina — long before they dent the 
positions of the EEC and Japan. 

The bulk of US subsidies are ostensi- 
bly aimed at recovering markets lost to 
subsidised EEC exports — and drive 
home the cost of such European 
policies. But few expect the Europeans 
to accept loss of market share or change 
their policies. Thus, the net result of the 
US move would be to hurt its non-sub- 
sidising competitors, and lighten the 
load of the Soviet Union, the “evil em- 
pire" of yesterday. 

The latest surge of US farm subsidies 
was spawned by frustration over a 
dramatic drop in US exports. From a re- 


cord peak of US$43.8 billion in 1981, 
US farm exports are expected to drop to 
US$27.5 billion this year. Large-scale 
unemployment and bankruptcies result- 
ing from the slump, in a congressional 
election year, have added to the pres- 
sure for regaining world market share 
with subsidies. Over the past year, the 
US has established a US$2 billion-plus 
subsidy programme to boost exports. 
The already-heavy US spending on 
farm income and price supports, and a 
crop-reduction plan, will soon reach the 
US$35 billion mark. ag 

In the past year, the US has adopti 
> A US$1.5 billion Export Enhance- 
ment Programme (EEP) under which 
commodities are offered as a bonus to 
exporters who made sales to targeted 
countries for a three-year period. 
> A provision lowering the floor price 
for rice and cotton exports, which 
undertakes to pay subsidies to growers 
which could run to US$2.5 billion over a 
two-year period. 

» An amendment to the Food Security 
Act that expanded the number of coun- 
tries eligible under the EEP to include 
the Soviet Union and China. Wheat 
farmers will receive subsidies of up to 
US$75 million. 

> A US$760 million Targeted Export 
Assistance Programme for promotion 
of US farm products in selected coun- 
tries for a three-year period. 

While the US move is already send- 
ing tremors round the world, any failure 
of the MTN to address the issue could 
make for the beginnings of a price war. 
Currently, the US is holding two-thirds 
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drawn up in . 
of industrial and moderate deve- 
loping countries, which proposes 
negotiations designed to. liberalise 
agricultural trade by lowering 
import barriers and restricting 
the use of subsidies. Australia, 
backed by other “non-subsidis- | 
ing" agricultural exporters, origi- 
nally wanted a commitment to 
phase out export subsidies al- 
together over a 10-year period, a 
demand strenuously opposed by 
the EEC. | 

The document, known as the 
Swiss-Columbian draft after its 
joint sponsors, now simply refers to 
“consideration of possible phased 
reduction . . . of the negative effects 
of direct and indirect subsidised com- 
petition on world markets." Even this 
proved too much for the EEC, which at 
the last moment withheld support for 
the draft after the French declared that 

iy reference, however vague, to phas- 
mg Out export subsidies was unaccepta- 





| 
| 
| 
| 









of the world stock in food grains, 
which it needs to release. Most of 
the remainder is held by the EEC. 
According to US Department of 
Agriculture (USDA) estimates, by 
September 1987, US grain stocks 
will be 214 million tons — 64% of 
the world total. | 

In June 1985, the US launched 
the EEP with the stated objec- 
tive of regaining markets for 
agricultural products lost to “un- 
fair competition," mostly from 
EEC producers. A study done by 
the independent Congressional 
Research Service of the 15 coun- 
tries chosen for EEP subsidies 
shows that most gains in those 
markets were made by Argentina, 
-Australia and Canada not 

cessarily by “unfair trade prac- 

es. 






Pa owever, the theoretical target- 
ing of the EEC and the public 
assurance that non-subsidising coun- 
tries would not be hurt was forgot- 
ten in July, when senators from farm 
states, preparing for electoral battle, 
pushed President Reagan to extend 
the EEP to the Soviet Union and China. 

The present crisis has, however, 
been a long time coming. While the 
food shortage of the 1970s, a weak US 
dollar, and rapid growth in population 
and income in foreign markets set US 
farm exports booming, it also made the 
US heavily dependent on exports. As 
major importers attained self-suffi- 
ciency in food, others, hit by debt crises, 
reduced imports. 

The US dollar began its climb and, 
encouraged by high agricultural prices, 
new competitors emerged on the scene. 
US farming was hit by plunging prices 
and mounting stock. The US policy of 
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Change in import costs 


(US$ billion) 


EEC (1980)* 
Japan (1976) 
US (1985) 


"Excluding Greece, Portugal, Spain. 
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developing- country commodities. 


REVIEWTABLESbyAndy"an; which would then still take sev- | 


ble. This issue is likely to prove the 
most bitterly fought-over in Punta del 
Este. 

Nevertheless, Gatt officials hope 
that in the end, ministers will reach a 
compromise which will get the agri- 
cultural negotiations moving. The 
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Cost and benefits of agricultural protection 
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maintaining stability by providing 
artificially high support prices to 
farmers kept US products overpriced 
and reduced exports. It also put a floor 
under the world price, encouraging 
others to increase production. The po- 
licy has caused a glut without changing 
demand. 

The reversal of that policy underta- 
ken by the US with its 1985 Food Secu- 
rity Act — lowering floor prices and ex- 
port subsidies — can only bring short- 
term relief. According to USDA fore- 
casts, the US will increase its wheat and 
coarse-grain exports by 28% to 78.3 mil- 


lion tons in the 1986-87 crop year (end- 
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Source: World Bank. 










Source: World Bank. 
























| dy isolated from its trad- | - 
ing partners on the subsidies issue, 
faces internal pressure for reform 
of the Common Agricultural Po- 
licy, for budgetary and other 
reasons. The EEC is also acutely 
aware that without agriculture on 
the agenda, many countries would | 
see little point in any new round |- 
of trade talks. And without a | 
new round, the fragile edifice of |- 
the liberal trading system, in | 
which the EEC as a major trading 
bloc has a critical stake, could 
founder. B 

No one suggests that agree- | 
ment in Punta del Este to nego- - ! 
tiate on agriculture — a process | 
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eral years — will provide a magic solu- | 
tion to trade tensions. But it would M 
certainly lighten the thunderous | 
atmosphere. “If there is no agreement, 12 
things can only get worse," said one | _ 
Geneva-based official. X. 
— Frances Williams : =e 
pi 
ing 30 June). But most analysts | 
agree that the US policy will result | 
in a price drop without resolving 
the basic problem of worldwide |. 
oversupply. Ar 
. Countries such as Brazil and | 
Argentina will continue to push B 
farm exports as their main foreign- | 
exchange earner. As falling prices |- 
add to Argentina's burden, it will © 
have to export more to repay its 
foreign debt. A new problem for | 
Argentina may arise if — encour- | 
aged by price wars — Moscow | 
wants to change its mode of pay- | 
ment. Since former US president |. 
Jimmy Carter imposed a grain em- |. 
bargo on the Soviet Union (in | 
January 1980), Argentina has | 
emerged as Moscow's key supplier. |. 
The Soviets have so far paid for | 
the grain imports in hard currency | 
— good for Argentina. In 1984-85, | 
Moscow even refused credit offer- | 
ed by the US and EEC countries. | 
But with their gold and oil revenues |. 
down, the Soviets may try to press | 
Argentina to barter wheat for | 
energy and even arms. ` co 
While other countries may suf- | - 
fer and the Soviets may benefit, there is. IE: 
a near-consensus among farm-trade ex- | — 
perts that US subsidies will have negligi- | 
ble impact on the EEC. If the past is |. 
any guide, the EEC will respond with |. 
counter-measures rather than change its 1 
own policies. t3 
For example, a US Congressional | — 
study notes that in 1983, the US sold . 
wheat flour to Egypt at US$100 less a 
ton to “fire a warning shot across the 
bow” of the EEC's subsidised-export — 
policy. But the EEC later recaptured 
the Egyptian wheat-flour market. The 
latest move in the EEP is not expected | 
to fare any better. — Nayan Chanda | — 
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Everything which is 
ES wrong with the trade 
e. in agricultural pro- 
! ducts is enshrined in 
the EEC's Common 
Agricultural — Policy 
(CAP). A programme 
E designed to shield 
-| each and every farming group from ex- 
.| ternal competition has ended up as the 
| major disrupting force for other na- 
.| tions’ markets. And in this case, EEC 
| policy is paralleled by other Euro- 
| pean nations — such as Sweden and 
Switzerland — which on other interna- 
. | tional issues tend to adopt high moral 
| stands. 
EI CAP objectives include food secu- 
| rity, a "fair" standard of living for 
| farmers, stable prices and “fair” prices 
for consumers. In practice, these are 
| not compatible and maintenance of 
| farm incomes is the overriding feature. 
.| The CAP means huge subsidies to a 
| small but politically influential part 
| of the population. In addition to im- 
| posing high prices on consumers, the 
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annual budget. Within the CAP bud- 
get, export subsidies and direct aid to 


| total, with storage costs for accumu- 
5 lated surpluses taking up the remaining 
-| 20%. 

- In the case of most products, EEC 
_| farmers are assured a given amount 
| for a particular crop, whether or 
| not a market exists or the price 


| Asurfeit 
of cotton 


zx Cow is the most-traded industrial 
| crop, and world prices have tradi- 
| tionally been less volatile than for most 
| commodities. But that has changed, with 
| world prices halved in recent months. 
. | The main reason for the price fall is a 
. | massive oversupply, caused partly by a 
_ | change in US farm-support policy. 
Ne. In 1980-84, world production was up 
| 34%, with the most dramatic increase in 
| China (130%). India and Pakistan also 
recorded strong gains. But these gains 
helped reduce world market prices from 
a 1980 high of around 90 US cents to 60 
US cents in 1985 — and about 33 US 
| cents now. Stocks, meanwhile, 
.| burgeoned — and now stand at about 
double the “normal” level. 
E Nonetheless, the steep price fall of 
| recent months has been mainly due to 
| US policy. Just when China acknow- 
gan its own over-production by cut- 
N 4 42 = 3 
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CAP absorbs some 70% of the EEC's 


farmers each account for 4095 of the 


. (un 
are paid in kind to reduce 


| tonnes above the esti- 


bears any relationship to the actual 
or theoretical world free-market price. 
Surpluses are stored or sold in- 
ternationally — the losses in either 
case being borne by the EEC. The 
CAP involves huge numbers of bureau- 
crats and all manner of anti-market de- 
vices, such as phoney exchange rates. 

It is viewed entirely as an exercise in 
internal EEC politics and is conducted 
with scant regard for its pernicious ef- 
fects on world commodity trade. As a 
study by Britain's Overseas Develop- 
ment Institute puts it: "By insulating a 
large share of the world's farmers from 
the price signals generated by global de- 
mand and supply changes, the CAP has 
had the effect of increasing instability 
on the residual world market." 

Other countries aim for "food secu- 
rity” and stable incomes for farmers. 
Some spasmodically subsidise exports. 
‘But nowhere has market distortion and 
disruption been as systematised as by 
the EEC. The impact of the CAP can be 
seen at a glance. In the 10 years to 1983, 
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42% in real terms. Self-sufficiency rose 
from 97% to 125% in wheat, from 84% 
to 102% in beef and from 93% to 155% 
in sugar. The EEC producers are now 
the world’s largest exporters of sugar 
and -dairy products, and the third- 
largest of wheat. | 

Brussels often claims that in prac- 
tice, the CAP is beneficial or at least 
neutral for developing countries. It ar- 
gues that its exports are of temperate 
products which few of the less-de- 
veloped countries (LDCs) sell. In other 
ways, EEC policies keep world food 
prices for LDC food importers such as 
Africa low, while providing high-value 
markets for some small African, Carib- 
bean and Pacific countries. Odd side-ef- 
fects of the CAP are to provide a ready, 
if quota-restricted, market for Thai 
tapioca — because EEC feedprain 
prices are so high. 


B the fate of sugar alone wouia 
suggest that the damage done by the 
CAP has been catastrophic. [t would 
not be hard to argue that EEC sugar 
overproduction and dumping have cost 
the Philippines as much foreign ex- 
change as the Marcos’ depredations. In 


THE NOMINAL ADVANTAGE 1980-82 


*NPC = Nominal protection co-efficient. 





ting state-procurement targets, US po- 
licy moved in the other direction. From 
a high in 1981-82 of 3.4 million tonnes, 
production fell to 1.7 million tonnes in 
1983-84 as acreage was reduced under 
the Ea in (PIK) programme 
er which producers 


planting). The end of the 
PIK programme prompt- 
ed a revival of cotton 

planting. Output grew by 
65% in 1984-85, and 
showed a small gain in 
1985-86 despite lower 
acreage. 

At the same time, pro- 
duction by some other ex- 
porters also jumped. 
Pakistani production last 
year rose 22% to 1.2 mil- 
lion tonnes. Exports rose | 
to 700,000 tonnes, but 
stocks also rose rapidly. 
India, too, now has a glut 
— with production of 1.8 
million tonnes, 300,000 


xports! 
China 


„US 
Soviet Union 
Others 


1All staples. 


*IMF estimates. 


**Excludes Greece, Portugal and Spain. 
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Source: World Bank. 


REVIEWTABLES by Andy Tang 


mated consumption. Political con- 
siderations have forced the governm — 
to continue support buying from fai 
ers. 

In the US, without more stringent 
acreage control, overproduction is al- 


THE WORLD COTTON BALANCE 


Crop years (Aug.- July) 


| Market; prices (USc. (US¢/Ib) 


| medium- dr aia iem 


*Price had fallen to 33 US cents by August 1986. 


?May not agree with production.and consumption data because of differences in coverage. 
3 Liverpool Index A, cif Liverpool. 


Sources: International Cotton Acvisory Committee, FAO. 
















































































of comparative. ad A 
mand and excha 
CAP has probabl 
output and ex 
amounts. 
have added moi re th. 
` ple to the ranks. i Burope s urban un- 
employed. Several studies show it to 

e retarded growth i in the EEC, thus 
redu ing LDCs’ ability to export there, 
nd the end reducing demand from 





"Despite the economic evidence of 
damage to-all concerned, there is little 
fication of the political will needed to 

eps Be the. policy. An EEC Commis- 
io proposal. last year for radical re- 
form, ‘including using- the price 
mechanism (rather. than production 
quotas) to reduce surpluses has met 
with little response. 
. Meanwhile, enlargement of the EEC 
is simply enlarging the problem by 
creating more vested interests in need of 





protection or substituting more EEC 


products for non-EEC imports. For 
example, Portugal will buy high-cost 
French beet sugar at the expense of low- 
cost African cane sugar. Can anything 
reverse the trend? Only a revolt by EEC 
consumers and taxpayers. Or a con- 
certed declaration of war by efficient 
producers, be they from the First, Sec- 
ond or Third Worlds. | — Philip Bowring 


most inevitable. A deficiency-payment 
scheme ensures that farmers can get a 
asonable return, regardless of world 
_arket conditions. The scheme makes 
up. the difference between the domestic 


y price ; and the support price, currently 81 


US.cents. The domestic price is kept 


above world levels by an effective floor 


E provided. by a non-recourse loan rate — 
.the price at which crop fon S can be re- 


-paidin kind. | 
t Although effective in protecting 
` farmers’ incomes, the deficiency 


|. scheme. and non-recourse loans have 
- not reduced cotton inventories through 
increased exports. Exports were in 
fact hindered, with the domestic price 
E r - sl than the world price. But, 
| the 1985 Food Security Act provided 
` for a direct subsidy to exporters — en- 
 abling them to sell into the world mar- 
ket without suffering a loss: they will 
get the. difference between the ex- 
.port price and the loan rate. So, 
-the likelihood of a flood of subsidised 
US exports has been a major factor 
n. ids wand: — down to new 
ryan Chanda 
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self-sufficient for several years. 


T in the world wheat trade show 
the effects of greater export produc- 
tion chasing contracting import mar- 
kets. This is partly the result of self- 
sufficiency attained or brought closer by | 
former major Third World importers. | 
China now imports half the volume it 
did five years ago, and India has been > 
AL 
though the Soviet Union remains a sub- 
stantial wheat importer, its bargaining. 
power is strongly enhanced by a greater 
share of world trade. In the latest round 
of the EEC-US subsidy war, Moscow 
can wait for the two suppliers to bid. 
each other down 

While government wheat program- 
mes in Canada and Australia, two of 
the five big wheat exporters, 
attempt to reduce internal- gmi 
price variability without pro- | Production 
viding long-term support, the 
US and EEC pursue the most 
active price-support policies. 
(The fifth exporter, Argentina, 
taxes exports.) The EEC also 
switched roles, from a net im- 
porter in the early 1960s of 
some 20 million tonnes a year, 





about a fifth of the world wheat | [on 
trade, to a significant exporter, | MM 
more than compensating for a | “Govt Uniae ET 
| 
| 


decline in US wheat output. | 
It is mainly the EEC's self- | 
transformation that is attacked | : 
by other wheat exporters as a || [9i 
gross case of export subsidisa- 
tion depressing world prices. 
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The near-doubling of EEC wheat pro- | 


duction from 37 million tonnes in 1968- 


69 to its current 70-million-tonne level 


was achieved by price-support mechan=` 


isms that, apart from a period of high 


substantial subsidy to EEC farmers. 


world prices in 1973-76, have given a 


Unlike in the US, EEC producers 


are not directly linked to the world mar- 


ket. An intervention price sets a level: 
where authorities are: obliged. to buy 


EEC grain. A threshold price sets the 
minimum at which imported grain can 


enter the EEC. When the import price 
(the third-country offer price) falls | 
below the threshold price, a variable’ 


levy equal to the difference is applied. 
The threshold price for wheat, on 
average for the years 1967-68 to 1982- 


83, was 65% above import (third-coun- - 
try offer) prices. The high support price | 


encourages farmers to produce more 
than EEC consumers buy. EEC exports 
are subsidised by.restitütion: payments. 
equal to the difference between the ex- 
port price received from the foreign 


E 
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| government-owned surplus wheat | 


market, and a market price set between. z] 


the intervention and threshold prices: - 
Price supports for wheat and other 
CC isumers and tax- 





grains cost EEC: 





ket is through the constraint ‘on | 


export subsidy has also. been in eff 


floor price for: the icut maline 
wheat more expensive than ot 


From 1980-85; the loan rates 


difference between a *targe 2 


loan: rate; 
price). When government-held wh 
stockpiles are excessive, farmers m 
participate in acreage- reduction: 


bonuses to. exporters attempting ` 
‘make sales to countries-offered su 
| a Wheat by other export count 


cultural subsidies estimate jo to a E 
60-70 billion a year). The only link 
wheat producers. have to the wi 


budget for the Common Agricu iu 
Policy. Sources of revenue to finat 
high support prices are limited, a 
budget pressures have resulted in a 
ministrative measures that have 
ered effective prices. 

The US wheat policies provid 
production incentives through pric 
and income supports and export-prc 
motion pr Since 1985, an 
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Under the US price-support syst 
the government pays farmers a price ir 
the form of a loan for harvested cro 
placed in storage, and the commo« 
can be forfeited to fully satisfy d E 





wheats available: on world mat 


rapidly due to ‘the US dollar's appr 
tion against other.currencies, makin 
wheat less competitive internation: 
“Income supports are U; 

ment payments to farmers eq 


the average US market pric 
if it exceeds the 


grammes to be eligible for price and 
come-support benefits. The US 
ernment subsidises exports by offerit 


















— Hamish McD 
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World prices for palm 
| ^ and lauric oils will, it 
alc iw is hoped, bottom out 
^^ in the third quarter, 
after a precipitous de- 
cline since the end of 
last year. Drastic 
over-production, stim- 
ulated by a 200% increase in export 
— | pricesin the two years to 1984, has been 
.| blamed for the collapse of the market. 
Of the 12 main edible oils produced in 
the world, just three (all mainly pro- 
duced in tropical Asia) — crude palm oil 
(CPO), palm-kernel oil (PKO) and 
coconut oil — are reckoned to have ac- 
counted for the bulk of a 5.5% increase 
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.| 1Derived from oilseed data using standard conversion factors. 
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REVIEWTABLE by Ricky Hui 


Mero products have not fared 
well under the South Korean Gov- 
ernment's gradual import-liberalisation 
programme. The ratio of restricted to 
non-restricted agricultural imports has 
hardly shifted in the past decade, and 
even the non-restricted goods are sub- 
. ject to strenuous supervision by the au- 
. thorities. 
The most compelling reason for con- 
- trols are the government's worries over 
the welfare of South Korean farmers, an 
| important source of conservative politi- 
| cal support who become vociferous 
| when they see their interests com- 
| promised by imports. South Korean 
| farmers have even been able to keep out 
| imported tropical fruit, such as bananas 
| and pineapples (REVIEW, 2 Jan.) — 
| which they can only grow at great ex- 
| pense in hothouses. 

| The largest single barrier to imports, 
a price-support system for rice which 
| keeps local prices roughly triple world 
. levels, was introduced out of concern 
for the country's farmers, as well an aid 
| toself-sufficiency. In 1984, South Korea 
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Of swaying palms 
and falling prices 
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in global edible-oil production during 
the October 1985-March 1986 season, 
which totalled some 60 million tonnes. 

Throughout August, the CPO price 
in Malaysia, (which accounts for some 
60% of CPO world piperin, has 
hovered around the M$450 (US$173) a 
tonne mark, compared with about 
M$435 prevailing six months previ- 
ously. This is still probably below the 
production costs of all but the most effi- 
cient estates in Malaysia and Indonesia. 
It is unlikely that the CPO price will re- 
gain the M$1,700-a-tonne level of first- 
quarter 1985. 

The long-term forecast for the edi- 
ble-oil and fat market is not encourag- 
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Open and shut case 


became self-sufficient in rice, and has 
since piled up surpluses from succes- 
sively good harvests. Despite some talk 
of dismantling the costly support pro- 
gramme, an annual headache for the 
budget office in the Economic Planning 
Board (EPB), it lives on, staunchly de- 
fended by the Ministry of Agriculture. 
South Korea is a very small wheat 
producer, and thus the import and pric- 
ing regime on this crop is somewhat 
more lax than for rice. Both grains come 
under the Food Grain Management 
Act, under which the government sets 
import quotas at the beginning of each 
year, periodically adjusting them ac- 
cording to supply and demand. In the 
case of wheat, all imports come through 
the Korea Flour Mills Industry Associa- 
tion, which distributes the wheat to its 
members. Prices of milled flour on the 
local market are regulated and are 
roughly equal to international prices. 
imilar arrangements exist for feed- 
grains: one or several organisations are 
licensed to import, and these usually 
have tight connections on the govern- 
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PALM OIL: 
MARKET PRICES, AND EXPORTS. 1980-86 









! Sumatra/Malaysia oil, cif northwest European ports. 





| ing. Even with the lowest growth pro- 
jections, production is expected to in- 
crease from 60 million tonnes at present 
to 80.5 million tonnes by 1995, of which 
palm oil will account for 18% and soya- 
bean oil 2396, compared with the 12% 
and 24%, respectively, which they held 
last year. 

Soyabean production is the single 
most important factor affecting edible- 
oil prices. The current grain surplus, 
and the comparative strength of soya- 
beans vs grain, has robbed soyameal of 
some of its market. Thus, less soyaoil 
will be produced — and prices for it will 
rise. 

Lauric oils, consisting mainly of 
PKO and coconut oil, are expected to 
hold their share of around 7%. At such 
a high rate of expansion, experts believe 
that edible-oil prices will continue to be 
subject to the wild cyclical fluctuations 
witnessed over the past 18 months. 


WORLD COMMODITY BALANCE, 
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Crop years (Oct.-Sept.) 


Calendar years 


3.48 3.10 3.68 3.88 4.22 4.802 
2.14 2.70 2.91 2.96 3.20? 
1.34 0.74 0.98 0.97 1.26 1.60? 


?2 Estimates. Sources: USDA, FAO. 


REVIEWTABLES by Andy Tang 





ment side, if they are not actually state- 
run. Most purchases are made on a ten- 
der basis. There is pressure to diversify 
feed imports away from the US, but the 
growing US-South Korea trade surple 
has led to demands for increased in- 
ports from the US. 


ruit and vegetable imports are heavi- 

ly restricted, due to political pres- 
sure from Korean fruit-growers. Occa- 
sionaily, the government buys bananas 
on a countertrade basis: earlier this year 
Taiwan bananas were exchanged for 
South Korean pears. Citrus imports are 
officially permitted, but are subject to a 
50-6095 tariff barrier and to non-tariff 
barriers — the fruit is frozen on arrival 
for up to two weeks, at the importer's 
cost, to kill any pests. (Imports of indus- 
trial crops are generally duty-free on the 
condition that they be re-exported.) 

Anyone who has visited the country 
will know that a shortage of onions, gar- 
lic, or red peppers could constitute a na- 
tional gastronomic crisis. Prices of these 
three key vegetables (imports are nor- 
mally heavily restricted) vary tremend- 
ously, as does output. Between July 
1984 and July 1985, the government 
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lised produ io f ed, and 
sunflower and. groundnut: oils. by the 
Soviet Union, India and China — which 
are trying to save foreign exchange. 


2s recent inienn n abe commodities 


















soyabean prodi 
countries, whit 
moted despite 
for instance, cut do | | 
oils sharply this esulting in soar- 
ing domestic prices, which it then had to 
remedy by importing large amounts 
after May. : 

India has already reduced palmoil 


prices. India, 
mports of edible. 


imports, which normally run to 800,000 - 


tonnes à year, and the seminar heard 

that the US has been selling soya- 

bean oil to India at subsidised 

prices below those of palm oil as 

part Of its export-eithancement pro- 
amme. 

‘High tariffs imposed by the EEC are 
also a cause of complaint among the de- 
veloping countries, in addition to its sale 
of butter subsidised under the Common 
Agricultural Policy. The EEC is a size- 
able producer of rape oil, sunflower, 
soyabeans, lard, fish oil. and tallow and 
grease. For the season October 1984— 
September 1985, the EEC produced 
7.35 million tonnes of the 12 major oils 
and fats, imported 5.31 million tonnes 
and exported 4.03 million tonnes. Esti- 
mates for October 1985-September 
1986 are: production 7.63 million ton- 
nes, imports 5.60 million tonnes and ex- 
ports 4.25 million tonnes. 

— Nick Seaward 
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Ty index on vegetables ranged from 
14.4 to 176.7. During that period, the 


red pepper crop was some 70% smaller 


than in the previous period, and prices 

ore than doubled. The state-run Ag- 

, miture and Fisheries Development 

Corp. went on a buying spree abroad to 
ni the gap. 

Sugar, imported by a few large refin- 

ers, is sold at price levels cheaper than in 


the US and Europe, where heavy pro- 


tection is granted local producers. 


South Korea also raises no barriers to 


|. cotton, despite the large synthetic fibre 






industry, because imported cotton is 
| used mostly in exported textiles. 


< The ups and downs of the South Ko- 


© rean cattle industry have created a dif- 


- ferent kind of crisis at home, which has 
brought an end to all beef and dairy im- 
. ports since 1984. The crisis started as 
' beef and dairy prices began to fall after 


an over-eager, government-sponsored 


plunge into cattle farming which culmi- 
nated in the largest airlift of imported 


cattle ever in the peak year of 1983. 


. (REVIEW, 25 July '85). The market re- 
. mains glutted, with farmers unable to 


|. pay off the government loans they took 
|. out to > buy the animals. : 


— Paul Ensor 
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-equal to the average annual 


price in early July was 6.15 


bitter pill for sugar — 


he illusion of recovery which has 

injected some life in the world sugar 
market over the past year is fading. Esti- 
mates for the crop year ending this 
month point to an excess of consump- 
tion over production for the first time 
since 1980. But that will only make a 
slight dent in global sugar stocks. — 

World sugar consumption this year is 
estimated to rise an average 1.5%, to 
around 99.8 million tonnes, while pro- 


duction is seen falling 1.6% to about. 
97.9 million tonnes (based on an aver- 
age of industry estimates). Global 


stocks are estimated to be down some 
5-9% from  year-earlier | | 
levels. 

But even the lower esti- 
mates of end-season inven- 
tories are still roughly 


world-export volume of the 
past. decade. And while 
world sugar prices at mid- 
1986 were still more than 
double the  year-earlier- 
level, they have been eas- 
ing from. their. April 
heights. For instance, the 
International Sugar Agree- " 
ment (ISA) 15-day average 


US cents a Ib; up from 2.96 
US cents.the year before r 
but down from recent highs — 
of 8.32 US cents. 

The outlook remains 
gloomy, as other sweeten- 
ers and sugar substitutes 
continue to gnaw into the 
market. This trend is most 
dramatic in the US, which 
in the five years to 1980 ex- 
panded its consumption of 
sweeteners by 11% (to 
nearly 13 million tonnes) 
while that of sugar fel 
1.2% to 8.6 million tonnes.: 
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Sugar consumption | between: 1980 and. l 


1985 in the US fell à further 1.8 mil- 


lion tonnes. This was mostly due to | 
greater use of high-fructose corn syrup - 
— which is only competitive because of | 


the high domestic price of sugar in the 
US, caused by protection of local farm- 
ers. 

Between 1977 and 1983, sugar con- 
sumption in industrialised countries fell 
9, do to 24. 6 million tonnes. On the 


in fich countries Shank 3.8% to 23 ib 


lion tonnes. Developing countries also 


accounted for 45% and 37%, respec- 
tively, of world exports and imports of 
sugar. 
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sugar prices to anywhere ne 
targeted through controls ov 
supply. Its failure has been la 
to the non-cooperation of th 
which. exports highly subsidised sugai 


porters (however efficient) will 
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to- cut back. production. Meanwhil 
world prices are roughly only hal 
average roducer cost (now at 
centsa ib). | 
The root of the problem is tł 
| sidised) production i in d 


consumption has fallen dram: tical! 
At the same time, non-mar 


and P BaN matke 
long as subsidies and political ar 
ments dominate, free-market sugar 


prices that are generally depressed 
punctuated by occasional, dram 
ef hooms, such as in 1974 and i a 
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looks to new crops 


With long-depressed 
world prices com- 
pounded by the prob- 
lem of competing sub- 
sidised exports from, 
or protectionist bar- 
riers in, the developed 


ong « ^s 
^s d 
abduci. M Countries, there is 


much talk in Thailand of diversifying 


out of key export crops such as rice, 


tapioca, maize and sugar into other cash 
crops or higher-value agro-industrial 
products. 

Senior officials at the National Eco- 
nomic and Social Development Board 
(NESDB) describe the world commod- 
ity glut — and the accompanying chaos 
in agricultural trade — as a structural 
rather than cyclical trend. Advocating 
the establishment of a National Agricul- 


THE WORLD RICE TRADE 
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| 114.4 


| Market price? (US$/ton) x 434 2 
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‘Rice is harvested over a six to eight month period: crop crop year 1 

and early 1979 in the Northern Hemisphere and in early 1979 d io Sodan 
? Thai milled 5% white rice, tob Bangkok. 
3IMF staff estimates. 


79 represents crops harvested in late 1978 
Hemisphere. 


Sources: USDA, FAO. 





ture Council “to promote good cash 
crops for export and agro-industrial 
processing,” Agriculture Minister Harn 
Linanond Says rice would no longer be 
the country’s main crop. 

But there can be no certainty of mar- 
kets for new products and many de- 
veloped nations place higher barriers 
against processed food than raw com- 
modities. Despite the rhetoric, there 
appears to be no comprehensive na- 
tional programme yet to shift farm-pro- 
duction patterns. 

Unlike the subsidised production 
seen in the West, Thai farmers have 
traditionally been taxed by an assort- 
ment of direct and indirect levies. Only 
recently have depressed export prices 
forced the government to liberalise 
policies. Meanwhile, farmers have re- 
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Indonesian rice. 


REVIEWTABLE by Ricky Hui 


Costly self- 
sufficiency 


f there is a peak in the cycle of food 
production, Indonesia may be past it. 
Over the past 15 years, it has had the 
- highest annual rate of cereal-production 
growth — more than 5% a year — of all 
countries. But the conditions which 


"changed it from a major importer to a 
small exporter may not endure. It 


reached self-sufficiency in rice in 1984. 
Last year, production of 26.5 million 
tonnes exceeded consumption by 1 mil- 


lion tonnes, of which half was exported 
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— 200,000 tonnes in the form of a loan 
to the Philippines. 

The dramatic increase in output was 
the result of high domestic prices, input 
subsidies and government investment in 
water projects, seed, fertiliser usage, 
and credit and marketing arrange- 
ments. But much of this was made possi- 
ble -by the oil-revenue boom, which 
began in 1973, the year of the first big 
oil-price rise. It was also a year of global 
rice shortages, when the grain was sim- 


ply unavailable on the world market. 
But times are getting harder. 

The fertiliser subsidy is estimated to 
cost Rps 671 billion (US$593.8 million) 
in the current fiscal year (ending 31 
March 1987). So far, the government has 
resisted advice to cut the subsidy, but 
with revenues continuing to fall, it may 
be inevitable. Storage costs of accumu- 
lated surpluses are beginning to hurt 
(REVIEW, 21 Nov. '85) and the govern- 
ment may be forced to retreat from its 
original aim of building up a 5-million- 
tonne rice stockpile by 1989. Subsidised 
farmers' credit as dió been criticised 
over its éffeclivanbst by the World 
Bank, and may also have to be cut back. 

Despite determination to make cuts 
elsewhere first, budgetary constraints 
are already having an impact. Bulog, 
the state buying agency, has frozen the 
floor price for rice at Rps 175 a kg of 
paddy, the same as last year — which is 
a significant fall in real terms. This is al- 
ready having an effect on production, 
which is expected to be no higher than 
last year as some land has been con- 
verted to other crops. Rice procure- 
ment by Bulog has fallen sharply. 

Indonesia must now face the fact that 
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| ble t j switch ee wer ane DE d di- 
versification is possible. The NESDB 
has set, as a key goal of the upcoming 
sixth five-year plan, the extensive pro- 
motion of fresh fruits and vegetables as 
new export-oriented crops. Still a frac- 
tion of the total, these exports have 
grown in recent years and earned US$47 
million in 1985. 

Thai-Chinese entrepreneurs, who 
have traditionally dominated the na- 
tion’s farm trade, are likely to play a 
crucial role in pushing for new crops. 
These businessmen were the main 
stimulus behind the phenomenal 
growth in the past decade of tapioca 
production and export. But many doubt 
the tapioca success can easily be dupli- 
cated. 

The focus of attention of late has 
been on rice, a result of the pressure 
exerted on international prices by the 
US Food Security Act (REVIEW, 28 
Aug.). Depressed prices have led t 
gradual elimination of the Thai Gove 


despite its subsidies, self-sufficiency in 
rice has been achieved at a price to con- 
sumers as well as the. budget. The 
domestic price of milled rice at Rps 285 
a kg, or about US$252 a tonne, com- 
pares with a world market price for simi- 
lar quality rice of US$160-180 a tonne. 
In the face of this, the country's hard- 
won self-sufficiency i is at risk. 

Rice producers are not the only ones 
to get prices well above international 
levels. Sugar farmers get the equivalent 
of 18 US cents a lb, but production, 
after rising rapidly during the 1970s, has 
been stagnating. Although domestic 
consumption is easing, Indonesia uses 
almost all of its sugar crop — about 1.7 
million tonnes. Boosted by prices that 
are double the current world prices, 
soyabean output has risen. But the goal. 
of self-sufficiency may not be reache 
even at this cost. Cotton output h 
risen from 6,000 tonnes in 1980 to 
47,000 tonnes last year — again, thanks 
to high local prices shielded from the in- 
ternational price. 

A more conspicuous if mixed success 
has been palm oil, of which Indonesia’s 
share of world production i is now second 
only to Malaysia’s. Indonesia’s share of 
the global total rose from 15.5% in 1983 
to 18.7% in 1985, largely due to invest- 
ment in new estates. But little new in- 
vestment is now taking place partly be- 
cause of government policy on estates, 
and partly because of the price collapse. 

Local consumers now pay some Rps 
450 a kg, which is 130% more than inter- 
national prices, and this causes a policy 
contradiction for the government. On 
one hand, it is trying to encourage palm- 
oil development through domestic pric- 
ing support. On the other, this works 
against local buyers — including refin- 
ers of cooking oil, who cannot export 
excess production. — Vaudine England 

_11 SEPTEMBER 1986 e FAR EASTERN ECONO 


3^ ea El n 


AIC REVIEW M us a 


Dee ert Poco m 
T bd 2 P. An 


ment’s export-related taxes. But the 
benefit to farmers has been modest, 
compared with the possible damage of 
low world prices. | 

Lacking an immediate solution to 
the price and market problem, the cur- 
rent free-trade policy is likely to con- 
tinue. Among other things, the policy 
has resulted in aggressive Thai rice sales 
in the first-half of 1986, which led offi- 
cials to forecast that full-year exports 
will be near the record 4.6 million ton- 
nes shipped in 1984. 


D espite low prices, production is ris- 
ing — from 11.1 million tonnes in 
1983 to a projected 13 million tonnes 
this year, somewhat blunting the official 
goal of lessening the significance of rice 
in the rural economy. Low input costs 
and higher-yielding strains have helped 
Thai farmers offset low prices. But 
there must be a point at which the ex- 
port surplus will start to diminish if 
prices remain so low. 
Tapioca appears 


Profitable 
insulation 


hina's transition from one of the 
world's major grain importers to a 
net exporter has been one of the most 
salient changes in trade in the 1980s. 
Higher state procurement prices for 
farmers and implementation of the pro- 
duction-responsibility system, which 
made households once again the basic 
agricultural-production unit, have been 
the major factors in the gains in grain 
production since the late 1970s. Total 
grain production slid 7% in 1985 from 
the record 1984 harvest of 407.1 million 
tonnes, but with granaries overflowing 
from successive bumper harvests, this 
did not lead to shortages. It was, in fact, 
the third-highest year on record. De- 
spite drought in the northern plains re- 
gion, grain production this year is ex- 
ected to recover to near or above the 
1983 level of 387 million tonnes. 
Although falling world prices have 
narrowed the spread between world 
prices and China's state procurement 
prices (despite the recent 13.6% de- 
valuation of the renminbi), China's 
domestic markets are well-insulated 
from external-market. prices. The ren- 
minbi is a non-convertible currency and 
trade in major agricultural commodities 
is conducted through state trading com- 
panies. As a result, there is no direct 
linkage between movements in world 
prices and Chinese production levels. 
Trading patterns have been relative- 
| ly insensitive to changes in world prices 
as well. China's visible-trade account 
has been deeply in deficit for the past 
two years, and the state trading corpo- 
rations' strategy has apparently been to 


to offer the 
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brightest spot this year, 
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with relatively | past years in Japan, Taiwan and Iran. 


high root prices on the strength of lower - 


production, a result of acreage cut- 
backs. Through a “loophole” in the 
EEC Common Agricultural Policy 
which permits Thai tapioca pellets/chips 
a low, 6%-duty entry, local production 
and exports expanded dramatically in 
the 10 years to 1983. But growth cannot 
continue to surge forever. Exports to 


the EEC fell from a 1982 high of 6.8 mil- | 


lion tonnes to 4.6 million tonnes in 
1985. The new four-year Voluntary Ex- 
port Restraint agreement with the EEC 
permits total shipments of 21 million 
tonnes during 1987-90 (REVIEW, 12 
June). 

Thai maize exports — falling from 
3.1 to 2.8 million tonnes over 1984-85 — 
have fared poorly against subsidised 
production and high barriers in indus- 


trial markets. More than 70% of Thai- | 


land’s maize now goes to other develop- 
ing or centrally planned economies, and 
it is increasingly difficult to compete. In 
addition, markets have been lost in 


CHINA’S RISING PROFILE 


(average annual w% change) 


sell as much corn and soyabean as possi- 
ble at the best prices available. 

But analysts say that China's grain 
exports may become somewhat more 
price-sensitive, if world grain prices 
continue to slide. Plans for significant 
expansion of livestock production have 
been held back by insufficient feed- 
grain stocks, and if per-tonne earnings 
from corn continue to decline, Chinese 
corn now earmarked for export may be 
shifted to feeding hogs. 

Corn sales penetrated new markets 
in Japan and South Korea in 1985, and 
total exports rose to 6.34 million tonnes, 
an increase of 182% from 1984. Corn 
exports in the first half of 1986 were 3.08 
million tonnes. The quality of Chinese 
corn, manually harvested and dried on 
road surfaces, is extremely high. 

Rice exports in 1985 were 1.01 mil- 
lion tonnes, down by more than 30% 
from the previous year, and first-half 
1986 rice sales were 430,000 tonnes. 
Soyabean exports rose by more than 
50% in 1985 to 1.14 million tonnes, and 
continued to grow in 1986 to total 
820,000 tonnes in the first half. 

China now exports a substantial pro- 
portion of its total corn and soyabean 


REVIEWDIAGRAM by Ricky Hui Es 






























Sugar exports have been seriously 
hurt by rising subsidies in other coun- - 
tries. In an attempt to keep the farm 
price of cane at survival levels while |. 
world prices remain depressed, the gov- — 
ernment has maintained domestic |. 
prices at roughly triple world prices. - 
Cane production has stabilised at ap- 
proximately 25 million tonnes over the — 
past two years. But this implicit export | 


subsidy goes against Thai free-market |. 
traditions, and may only delay adjust- | 
ment to realities of the world market. | 

Rubber has not faced any major bar- | | 
riers and exports are expected to surge. | 
With an extensive replanting program- |. 
me, production (690,000 tonnes last | 
year) is forecast to top 900,000 tonne s 3 
by 1990, 1.1 million tonnes by 1995 and | 
nearly 2 million tonnes by the year 2000. | 
Given this kind of expansion, Thailand jJ 
could emerge as the world's largest pro- | 
ducer within the next five to 10 years, | 


squeezing out higher-cost Malaysian | 
producers. — Paisal Sricharatchanya | 
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Foodgrain storage in Jiangsu. 












production: the figures stood at about. | 
8% and 11%, respectively, in 1985. Rice | 
exports, though representing nearly a : 
tenth of world trade in 1985, were less | 
than 0.6% of domestic production. — 
The current domestic procurement | 
price for corn, Rmb 0.3 (8 US cents) a | 
kg, closely approximates the recent fob | 
Gulf of Mexico price of US$75 a tonne, | 
down from US$110 in mid-July. The | 
base domestic rice-procurement price is | 
Rmb 0.36 a kg, whereas recent quotes | 
for fob Gulf rice (US$185 a tonne) work | 
out to about Rmb 0.68 a kg. Ae 
China still imports wheat. Purchases 
totalled 5.38 million tonnes in 1985, | 
down about 50% from the previous year | 
and 60% less than in 1985. Wheat im- | 
ports were 3.84 million tonnes in the - 
first half of 1986. E 
Although it was a major importer in | 
the early 1980s, rapidly expanding pro- | 
duction had left China with a cotton glut | 
on domestic markets by 1985. State pro- | 
curement levels this year have been held | 
to 1985 levels, which “still exceed the | 
marketable amount," according to the | 
State Council. Net exports of raw cotton | 
in 1985 were 346,800 tonnes. E 
— Robert Delfs | 
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good thing 
Subsidies and mini- 
| mum assured prices 
My have kept up the 
; | growth of Pakistan's 
| A agricultural ^ sector. 
| A9. Ihe index of agricul- 
re a" tural production 
aS SSDS ee reached 294 in 1985- 
86, compared with 249 in 1980-81. 
_. The subsidy bill has also risen, from 
Rs 5.2 billion (US$309.5 million) in 
- 1980-81 to Rs 12.25 billion in 1985-86. 
= Pakistan was an importer of wheat 
until the early 1980s, and its import 
price was subject to international varia- 
- tions. It is a big exporter of cotton, and a 
net exporter of rice — mainly the expen- 
sive "Basmati" variety. 
= Foreign trade in agricultural com- 
. modities is either banned or restricted 
to the state sector. Prices in the domes- 
tic market are influenced by govern- 
= ment procurement prices and support 
prices. The government guarantees 
| minimum prices for major crops, and 
support and procurement prices are an- 
nounced before planting. Although it 
| imported 2 million tonnes of wheat once 
again in 1985-86, Pakistan is mostly self- 
| sufficient in wheat and world prices do 
| not affect the domestic market, where 
| the current support price of US$118 a 
| tonne is well above the international 
market price. 


| More open, but 
not yet free 


E oth the central and state govern- 
‘ments support prices for Indian 
commodities ranging from wheat and 
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| rice to oilseeds, sugarcane, jute and cot- 


ton. The Foodgrain-Procurement Pro- 
‘gramme is widely credited with bringing 
the country up to self-sufficiency. But 
“surpluses are making storage costs and 
‘wastage a problem. 

_ Procurement of rice and wheat crops 
have been running at record levels of 
nearly 10 million tonnes for the past two 
years, leaving the government with 
nearly 16 million tonnes of wheat and 6 
million tonnes of rice on its hands at the 
start of this year. Even with stepped-up 
public distribution through new em- 
ployment programmes, the government 
still needs to dispose of 4-5 million ton- 
| nes overseas — unlikely, if market 
| channels are used, since Indian grain 
| cannot compete in price or quality. 

— In 1985, India exported 460,000 ton- 
| nes of wheat and 160,000 tonnes of rice, 
| mostly to the Soviet Union. 

| The procurement price for paddy in 
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260,000 tonnes in 1985-86, and export 
of standard varieties rose from 545,000 
tonnes in 1984-85 to 1 million tonnes in 
1985-86. The price of Basmati stayed 
largely stable at around US$700 a 
tonne, despite competition from US 
long-grain rice. 

Pakistan exported close to 3.86 million 
bales of cotton in 1985-86. But with the 
glut in the international market, and a 
10 million-bale exportable stock on 
hand in the US, cotton prices have col- 
lapsed. The government has yet to de- 
vise a strategy to meet the US-sub- 
sidised export-cotton offensive. 

Edible-oil imports have averaged 


750,000 tonnes a year for the past three | 


years. Malaysian palm oil and US soya- 
bean oil are the main sources. Con- 
sumption of vegetable oils was 1.18 mil- 
lion tonnes in 1985-86. Of this, 323,000 
tonnes was produced locally. 

The government has gradually been 
reducing controls, and plans eventually 
to introduce full market forces in the 
farm sector, both for growers and con- 
sumers. The international-price effects 
of various commodities have not so far 
led to a decline in production in Pakis- 
tan. On the contrary, introduction of 
high-yield seeds and modern technol- 
ogy has boosted cotton production, de- 
spite lower world prices. The govern- 
ment has a monopoly on export of rice 
and cotton — and it absorbs the profit or 
loss between domestic and international 
prices. — Mohammed Aftab 


1985-86 ranged from Rs 1,420-1,500 
(US$113.60-120) a tonne. For wheat, 
the price at that time was Rs 1,570 a 
tonne. These prices were up to 15% 
above international levels, which en- 
sured that exports would be confined to 
countertrade or require a subsidy. 

Generous procurement prices have 
even resulted in smuggling of cotton 
into Maharashtra from neighbouring 
states, and of jute into West Bengal 
from Bangladesh. Edible oils and sugar 
still need to be imported. 

On top of the price supports, the 
government adds distribution subsidies 
to insulate consumers from. high pro- 
curement, shipping and storage costs. 
Fertiliser is also heavily subsidised. 
Despite cutbacks announced in Feb- 
ruary, food and fertiliser subsidies still 
cost some Rs 20 billion. 

To further reduce its subsidy burden, 
the government has stepped up the role 
of free markets in key crops. Flour mill- 
ers may now buy wheat from private 
traders, who may in turn make bulk pur- 
chases from the Food Corp. of India at 


 market-related prices. Sugar mills may 


now sell 45% of their output in free mar- 
kets, rather than 35%. Imports of most 
major agricultural items must go through 
state corporations. — Lincoln Kaye 
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| million tonnes. Exports | | 
rose from 174,000 tonnes in 1984-85 to- 









rice retreat 
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= ice production in Malaysia has slip- 
ped to around 1 million tonnes a 
year, but without substantial govern- 
ment subsidies the figure would be 
much lower. A review of the rice indus- 
try ordered by the government last year 
revealed that 54% of the cost of produc- 
tion was borne by the taxpayer. It has 
now been decided to concentrate rice 
production in nine designated “gra- 
nary" areas where doublecropping is 
possible and to encourage paddy farmers 
in other areas to switch to other crops. 

Last year, a total of M$82 million 
(US$31.5 million) was paid out in gov- 
ernment subsidies to farmers between 
January and August (the most recent 
period for which figures are available). 
For every 100 kg of rice produced, the 
farmer is given a M$16.54 subsidy in the | 
form of coupons, which are redeemed 
when the rice is sold to the wholesaler. 
About 30% of paddy production is 
bought by the National Rice and Padi 
Board (LPN), the rest by private millers. 

The government study revealed that 
the average net annual income of small- 
holders in marginal rice-growing areas 
was M$246, compared with M$3,849 for 
those in the high-yielding areas. The pro- 
portion of paddy producers in Peninsu- 
lar Malaysia living below the poverty 
line declined from 88% in 1970 to 54% 
in 1983, due to the subsidies, yield in- 
creases and the weeding out of the 
small, inefficient producers. 

The retail price of rice is fixed by the 
government and ranges from M$1.30 a 
kg for the best quality Malaysian long- 
grained glutinous rice in certain areas of 
the country to 48 M cents for ordinary 
broken rice sold near to the growing 
areas. But pressure on rice prices from va- 
rious sources, including cheap rice smug- 
gled from Thailand, has resulted in more 
farmers estimated to be living below the 
poverty line. Private millers have in- 
creasingly turned their backs on local 
rice for illegally imported Thai rice. At 
the same time, the private millers ac- 
cuse LPN of undercutting them with of- 
ficial imports of the cheap Thai grain. 

The government is not aiming at self- 
sufficiency in rice production, remain- 
ing content to be a net importer. Pro- 
duction of rice has declined in Malaysia 
from 1.9 million tonnes in 1980 to 1.1 
million tonnes in 1984, meeting about 
75% of demand. The shortfall is made 
up by imports from Burma (40,000 ton- 
nes last year) and Thailand (approxi- 
mately 400,000 tonnes). In June, LPN 
announced that Malaysia would cut its 
imports from Thailand to 120,000 ton- 
nes in 1986. Some of the shortfall will 
have to be made up by increased im- 
ports from other sources, suchas Austra- 
lia and Burma. — Nick Seaward 
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i” an ideal world, last-minute measures 
would be forbidden. Consumers 
would buy in predictable patterns 
instead of unforeseeable waves. And 
rather than taking eleventh-hour steps 
to fill rush orders, you 
could plan for them 
long in advance. The 
“ideal”, however, is pre- 
cisely that - the way 
youd like events to 
unfold, not necessarily the way they 
take place. 

For instance, what manufacturer 
hasn't worked into the night to fill a 
last-minute request for his product? For 
that matter, what consignee hasn't wait- 
ed “patiently” for his goods to be clear- 
ed through customs? 


WE HAVE THE MOST DE 


Regional Office, Hong Kong: 
ScanDutch Limited, Far East Management 
Tel.: 5-8921808 


At ScanDutch, we believe these are 
the moments when you'll appreciate us 
most. Thanks to an abundant supply of 
containers, we generally can put a unit 
at your disposal within hours For ship- 
ments that not only have 
to be there in a hurry but 
also require special hand- 
ling, well lend you the 
support of a ScanDutch 
Stowage Advisor. 

On the receiving end, you'll like the 
speed with which your goods are 
discharged and brought to your doorstep. 

So when you can, plan ahead using 
ScanDutch’s reliable fixed-weekly sail- 
ing schedule. And when you can’t, call 
us anyway. We know how demanding 


your business can be. 


CUSTOMERS IN THE BUSINESS 








“Eight years in our ‘devil’ 


and $500,000 sa 


Fire and brimstone. 

That’s the devil’s brew behind the production of 
sulphuric acid and sulphur dioxide, two highly import- 
ant but highly corrosive chemicals. 

Operating machinery in this hostile environment 
caused Essex Industrial Chemical Corporation excess- 
roe downtime and maintenance costs as well as eroded 
profits. 

So, if you re concerned with profitability, no mat- 
ter what industry you re in, here’s a lesson worth noting. 


$63,000 lost each year. 

This was the problem facing Essex Industrial 
Chemical Corporation, part of a major U.S. chemical 
company, at its plant in Newark, New Jersey. 

Producing approximately 45 tons of liquid sul- 
phur dioxide every day, the company was losing up to 
twelve days of production every year. And $15,000 a 
year in repair costs to its sulphur dioxide process 
compressor - a vital part of the production process. 

The compressor had to be shut down four times 
a year to remove the build-up of chemical deposits from 
the rotors. And every year, the rotor edges had to be 
resurfaced, due to excessive corrosion. 








Each shutdown meant connecting a back-up 
compressor, and resulted in three days' lost production 
at a cost of $4,000 a day. 

Because of these excessive maintenance cc 
plant management sought an alternative compressor. 


Enter Atlas Copco. 

To solve the problem, Essex Chemical was ad. 
vised to approach Atlas Copco. Working together, the 
Essex plant engineers and 
Atlas Copcodesign engir 
eers found the optimum 
solution. An Atlas Copco 
single stage, centrifugal 
compressor whose im- 
peller design overcame 
the problems of deposits 
and power loss due to cor 
rosion. And ensured a 
longer, more reliable com- 
pressor life in that hot cor: 
rosive environment. 

The new compress: 
or was installed in 1978, 
and according to David 


24 hours per day, seven days per 
week, year in year out. Totally reli- 
able, totally productive - even at 
450°F (232°C). 








EN 


dtchen’ without a hitch - 


d in the bargain.’ 


mes, plant supervisor at the Essex Industrial Chemi- 
il plant, it has run without interruption, except for rou- 
ngsmaintenance, ever since. David James maintains 
* Atlas Copco compressor has proved to be effec- 
ve. It’s put us ahead in terms of maintenance and 
owntime by about $63,000 a year and improved pro- 
uction and morale through its quieter, completely 
‘liable operation. We know we made the right choice.” 


Vho is Atlas Copco? 
Atlas Copco is one 
f the leading companies 
i the compressed air and 
ydraulics fields, offering 
900 products and their sys- 
‘ms to more than 250,000 
'gistered customers for 
icreased productivity in 
ich areas as air com- 
ression,rock drilling and 
idustrial automation. And 
rough major acquisitions 
1 the U.S. and Europe, gas 
ympression and expansion. 
Our customers in 


30% more capacity and 500 extra 
tons of sulphur dioxide each year - 
that’s productivity. 





over 130 countries are involved in mechanical produc- 
tion, food processing, chemicals, pharmaceuticals, tex- 
tiles and electronics. Not forgetting, of course, building 
and construction contractors and mine operators. 

In fact, our invoiced sales in 1985 exceeded 
US $1.25 billion. 


We helped Essex, can we help you? 

When you buy from Atlas Copco, you're not just 
buying a highly reliable product, you're buying a prof- 
itable means to improve your efficiency and capacity. 

Our aim is to help you cut your operational costs. 
Or increase your company's income. Or both. 

But these systems and products are not de- 
veloped by us on our own. Like the case study vou've 
just read, Atlas Copco solutions are the result of 
close co-operation with our customers. 

If you would like to find out how we can help 
you improve your company 
profits, just write to 
Atlas Copco Headquarters, 
S-105 23 Stockholm, Sweden 
and well put you in touch 
with your nearest 
Atlas Copco representative. 


Atlas Copco 


Apt 


DS 


{oR 


VN S 
Sead | 


IP 
Mall 


Pde ed 


vod uto attt " 
MENT " 
un m i 


y " 
DW us 


Ter Tees 
"M dais lle 


d Vecino 


qux SOUS 


eidem 
H 7 4 

AU 
PESE moo mtm 


MEDIE US 


FAN e 


E ni. uS 








I: we had the wisdom to understand 
that every encounter 1s destiny at 
wotk, would we not treasure every 
moment of it. 





At China Airlines, because we believe that 
our meeting is predestined, you'll find a 
subtle difference in the way we serve you. 
As well as being highly efficient, our service 
is genuinely warm and friendly. 

Once you settle aboard one of o our modern, 
wide bodied jets, ypu can | uu — 
relax in the knowledge that — 
our staff will turn your | 
flight into an event never | 
to forget. ek: 
After all, destiny isnotto * # a 
be taken lightly. | 





WE TREASURE EACH ENCOUNTER. 


Amsterdam*AnchorageeBangkokeDhahraneFukuokaeHong Konge*Honolulu* 
JakartaeKaohsiungeKuala LumpureLos AngeleseManilaeNew YorkeOkinawae* 
San FranciscoeSeouleSingapore* Taipeis Tokyo 
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and ensure your copy each week. 
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JETSPEEDED RATES 


Country | Smonte | omonime | Trew 

Brune 8512500 
China | US$22.50 | US$41.00 | US$75.00 
inda [Usszaso | ussaroo | Ussrsoo 
donesa | uss1750 | usss200 | Ussseoo 
Japan Y22.500.00 
Malaysia S1300 
Nepal USS64.00 
Pausan Rs 790.00 





Pippnes USSAS 00 
Singapore 5512500 


Thailand US$17.50 | US$3200 | US$58.00 


Restof Asia US$22.50 EUM US$75.00 


NorvAmerca | uss2600 | Ussstoo | Ussssoc 
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Europe, Africa £62.00 
& Middle East j 


Central & 
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.-- plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


Please enter my subscription for 
O 3 months O 6 months 


[] Please include the Yearbook at extra 
| US$24.95/HK$195. For airmail delivery, 


[] 1 year 


please add: US$7/HK$55 


Payment of 
(Please print in block letters) 


| Name 


| Country 
| O Jetspeeded O Surface mail 


| Cheque payable to Far Eastern Economic Review enclosed 


To: Circulation Manager 
Far Eastern Economic Review, 


GPO Box 160, Hongkong 
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J ust as the tangram egg can be 
reconfigured to create hundreds of 
very different birds, Nixdorf COMET® 
can be adapted to create hundreds of 
different business solutions out of one 
basic idea. 

COMET® draws on an extremely 
large number of parameterised mod- 
ules which can be matched to all 
kinds of business for financial ac- 
counting, order processing and 
invoicing, stock control, purchase 


order processing, production contro! 
payroll, fixed asset accounting and 
cost accounting. 

COMET® can also be used for 
general tasks, such as word process- 
ing, graphics, data analysis, and en- 
quiries. It is perfect for international 
companies because it is fluent in a 
wide variety of languages and adapt: 
easily to different currencies, fiscal 
regulations and local laws. It also ha: 
an uncanny ability to adjust to differ- 


The magic 


of Nixdorf COMET” 
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int operating procedures, accounts 
structures, report formats and form 
ayouts. 

Because of its adaptability, COMET® 
s already installed in more than 120 
lifferent types of industry. There are 
»ver 40,000 COMET® modules in use 
vorldwide, supporting over 130,000 
vorkstations, providing decentralised 
sontrol without sacrificing head-office 
nformation requirements. COMET® 
1elps managers to be more creative and 


more productive, while giving them 

even more freedom and more control. 
Nixdorf Computer (S) Pte. Ltd. 

Regional Office Asia Pacific 

3- 07-01 NOL Building 

456 Alexandra Road, Singapore 0511 

Tel.: 274 11 00, Telex: RS 557 00 NIXREG 


Australia, Tel. (02) 4 39 54 77; Hong Kong, Tel. (05) 20 22 22 
Indonesia, Tel. (021) 3 80 09 00; Japan, Tel. (03) 4 40 03 51 
Korea, Tel. (02) 7 35 01 31; Malaysia, Tel. (03) 6 26 03 62 
New Zealand, Tel. (09) 39 98 66; Singapore, Tel. 2 74 11 00 
Sri Lanka, Tel. (01) 57 55 45; Thailand, Tel. (02) 2 36 72 93 





Please send me further information about Nixdorf COMET® 
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Nixdorf Computer (S) Pte. Ltd., Regional Office Asia Pacific 
+ 07-01 NOL Building, 456 Alexandra Road 
Singapore 0511 — Tel.: 274 11 00, Telex: RS 55700 NIXREG 
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. internationally recognized as 
West Germany's leading stock 
market indicator. 


As the country's oldest share 
index computed on each trading day, 
it reflects Commerzbank's long- 
standing commitment to providing 
the finest investment-related services 
- ranging from portfolio manage- 
ment and investment counselling 


to complete brokerage facilities. 


For decades, Commerzbank 


has made these expert services 
available in West Germany and _ 
to clients around the world. To both 


institutional investors and private 
individuals. 

If you are an international inves- 
tor seeking an established, perform- 
ance-oriented banking partner, have 
a talk today with Commerzbank. 
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Long live the first fully galvanized saloons. Audi. 


Corrosion protection: 





Audi sets a good example 
when it comes to increasing 
the re-sale value of its cars 
and does so on a long term 
basis. The Audi models 

are the first saloons to have 
fully galvanized bodies - an 
effective weapon against 
corrosion. And a further tech- 
nical contribution in Audi's 
battle to achieve really long 
term quality. Add to that 

the rest of the highly effec- 
tive weapons in Audi's 
armoury against corrosion — 
degreasing and rinsing the 
shell, cataphoretic prim- 

ing, PVC coating of under- 
body and wheel arches, 
sealing of seams and edges, 
elastic filler to combat 

loose chippings and hot-wax 
flooding of cavities - and 
you can appreciate how se- 
riously Audi takes the future 
of its cars. 


HONG KONG: Aberdeen, Jebsen 
Motors, Tel.: 5-275278: 
MALAYSIA: Petaling Jaya, Auto 
Dunia Sdn. Bhd., Tel.: 577677 - 
SINGAPORE: Singapore, Champion 
Motors, Tel.: 4733211 - 

Brunei Darussalam, Champion Mo- 
tors, Tel.: 23452: 

TAIWAN: Taipei, Universal Motor 
Traders Ltd., Tel.: (02) 7168370: 





The art 
of engineering. 
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Your next loader/backhoe. 





If itisn't a Case, 
here's what you'll be missing. 








Case loader/backhoes offer a unique com- the engine, torque converter or transmission 
bination of features that deliver a proven edge in. easily and individually. 
productivity and the greatest return on your 
investment. 


Maximum maneuverability: 


Our 580G four-wheel drive has extra traction 
for demanding on-site ground conditions. Stan- 
dard over-center backhoe minimizes bouncing 
so you can travel faster and more smoothly on 
the road. rao) OHNE 








Investment performance. 


The excellent twenty-five year reputation of 
Case loader/backhoes is something you can 
rely on when its time to trade or sell. No loader/ 
backhoe holds its value as well as our 580. 

All-purpose maneuverability. Maximum service- 
ability. High resale value. These are just three of 
the reasons you can't afford to pass up a Case. 

vo VE Give yourself the competitive edge that comes 

only with a Case. See your Case dealer today, or 
Balanced design. write: International Marketing, J | Case, 

All Case loader/backhoes have unitized main- Telex: 26-4425. 
frames that stand up to heavy shock loads and 
componentized power trains that let you remove JI Case 


A Tenneco Company 


680K a fi. 
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CREATES Lus 
TRADING OPPORTUNITIES 
AROUND THE CLOCK, 
THE WORLD OVER. 


IN NEW YORK, LONDON, BRUSSELS, FRANK- 
FURT, ROTTERDAM, GENEVA, CREDIT LYON- 
NAIS TRADING ROOMS ARE HUMMING: SO ARE 
THOSE IN LUXEMBOURG, STOCKHOLM,MADRID, |. 
MILAN, MONTREAL, PANAMA, TOKYO, SINGA- 
PORE, SEOUL, TAIPEI, MANILA & CAIRO... 

CONNECTED TO EACH OTHER, THEY ARE 
ALSO LINKED TO TRADING ROOMS OF CREDIT 
LYONNAIS’ AFFILIATES IN SOUTH AMERICA 
AND THE MIDDLE EAST, SERVING CORPO- 
RATE CUSTOMERS ALL. OVER THE WORLD, 
24 HOURS A DAY. 

BUT A TRADING ROOM, FOR US, IS NOT 
JUST THE PLACE WHERE MILLIONS OF 
DOLLARS ARE BOUGHT AND SOLD EACH DAY. 
IT IS ALSO THE HEART OF OUR ADVISORY 
SERVICES: OUR TRADERS SHARE THEIR 
REUTER SCREENS AND THEIR EXPERTISE 
WITH OUR CORPORATE CUSTOMERS, TO 
HELP THEM BOTH IN FOREIGN TRADE AND 
IN CASH MANAGEMENT, THE WORLD OVER, 
IN ANY CURRENCY, AROUND THE CLOCK. 

OUR GLOBAL ASSETS ADD UP TO 100 BIL- 
LION DOLLARS, WE OPERATE IN 7O COUNTRIES. 
TRY US AS A PARTNER. WE KNOW HOW. 
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THE BANK WITH THE POWER TO MAKE IT HAPPEN IN SEVENTY COUNTRIES. 











Sorting the mandarin harvest: free market for imported fruit. 








Soyabeans come home 
*5roost in Japan 


Japanese consumers 
© pay many times the 
m= world price for farm 
| products. Govern- 
ment agencies control 
the import of beef, 
wheat and a range of 
other agricultural 
commodities. International prices are 
paid, but the agencies slap on high mar- 
gins, and fund farmer-subsidisation pro- 
grammes from the profits — a result of 
the 1961 Agricultural Law, designed to 
create local industries for pork and 
dairy farming, and raise farmers' in- 
comes to the level of employees in the 
manufacturing sector. 

Japanese trading houses deliberately 
develop competitive sources of supply. 
above and beyond demand, for-some 
imported farm produce, especially veg- 
etables. By engineering an oversupply, 

ders can force prices downward. 

ch a strategic approach to the import 
of farm produce is often couched in 
terms such as "diversity of supply for 
food security." 

Examples are corn and cotton from 
both the US and China, or onions from 
Australia and New Zealand. At the 
same time, because traders usually im- 
port only to make up for shortfalls in 
domestic supply, which is heavily influ- 
enced by climatic conditions, prices 
for foreign produce can fluctuate wildly. 

Japan's continuing insistence on 
maintaining minimum crop levels for 
"food security" is deeply rooted in 
anger over the 1973 US export embargo 
on soyabeans (to put more soyabeans 
on the domestic market, thus put a lid 
on rising prices of local US soyabeans), 
which even the US admits is responsible 
for much of Japar's agricultural protec- 
tionism today. 

Japanese farmers are violently op- 
posed to rice imports, which are ban- 
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ned. California and Australia would 
like to ship rice to Japan, and could do 
so easily for one-fifth of the price at 
which the Japanese Government pays 
local rice farmers — ¥ 18,688 a bale (60 
kg). Japanese consumers pay at least 
five times the world price for rice. 

Food importing is a profitable busi- 
ness. Cut pork is an example. A “price- 
stabilisation system" prohibits the im- 
port of pork for less than 867 
(US$5.60) a kg. A tax is levied on pork 
imports to raise the price to that level. 
The cif price for imported pork is now at 
around ¥400 a kg. About 190,000 ton- 
nes of pork were imported in 1985, or 
15% of total consumption. Japanese 
pork producers earn around X650 a kg. 

Such pricing policies often create 
chronic oversupply, as seen in EEC 
countries. Japan's dairy industry, near- 
ing the size of New Zealand'sin terms of 
milk production, is now producing 
much more than market demand, and, 
under one government plan, dairy farm- 
ers will be offered *25,000 for each 
milk-cow they slaughter before De- 
cember. The government guarantees 
farmers a fixed price for milk, set at 
x 87.57 a kg for 1986. 


Tz government's profits from wheat 
imports for the year ending March 
1987 are estimated at some * 200 billion 
— arising from the combination of the 
difference in the purchase and resale 
prices, and the high yen. None of this is 
being returned to consumers. 

Instead, the Ministry of Agriculture, 
Forestry and Fisheries intends to use the 
windfall to reduce the annual deficit of 
the account for food control, now stand- 
ing at about ¥400 billion. The 1985 ac- 
count shows that the government paid 
farmers 184,000 a tonne for wheat, 
which it resold at ¥69,000 a tonne. By 
contrast, US wheat was bought on the 


Chicago market for ¥40-50,000, then | 


resold at ¥80-90,000. The government 
has thus created a deficit in fiscal 1985 
(ended 31 March) of around * 130 bil- 
lion from the difference in the local 
wheat purchase and resale price, but 
profits from imports can make up for 
this. | 

A similar situation exists for beef, 
where nearly all imports are regulated 
by government-controlled tender, and 
prices raised to four to six times the in- 
ternational level, both to protect beef 
farmers and to turn a profit for the gov- 
ernment. | 

Japan chooses import sources in the 
case of beef by structuring a tender in 
such a way that only a certain country 
can fill it, for example, most of the beef 
tenders are only for grain fed'beef (pro- 
duced by the US); because Australia 
and New Zealand produce grass-fed 
beef, they do not qualify for this tender, 
though they come under a separate, 
smaller, tender accommodating grass- 
fed beef. 

Farm subsidies are estimated 
roughly at ¥4 trillion, for a cost to con- 
sumers of ¥5 trillion (that is what con- 
sumers would save a year if agricultural 
imports were totally liberalised). 

The market for tropical fruits is 
mostly free, though low (2-676) import 
duties apply to most :tems. Japan im- 
ports sizeable quantities of avocado 
(US, Mexico), grapes (Thailand, 
Taiwan, India, US, New Zealand), 
cherries (New Zealand, US, em 
melons (US, Mexico, New Zealand), 
papaya (US, Fiji), kiwifruit (New Zea- 
land, US) and a range of berries. Plant 
quarantine laws are extremely strict. 
For example, South Africa and Austra- 
lia cannot export kiwifruit; New Zea- 
land can. But countries which develop 
fumigation procedures acceptable to 
Japan can get fruit in (for example the 
US got cherry fumigation procedures 
approved, so it could export — but other 
countries cannot copy the US proce- 
dure, and must start from scratch in de- 
veloping their own). The problem fruit 
is apples — the only source of import is 
believed to be a Chinese province; US 
and New Zealand have been attempting 
to crack a quarantine barrier, which 
exists to protect Japanese growers. 

Although Japan is among the world's 
biggest food importers in value terms, 
its farm sector is more protected than 
that of any other advanced nation ex- 
cept for Switzerland, according to a 
1983 survey by Japanese academics 
within the Forum for Policy Innovation. 
Using a ratio calculated by dividing the 
difference between domestic and inter- 
nationl farm prices by domestic farm 
prices, the survey showed that the gov- 
ernment's  price-support ratio had 
climbed from 1596 in 1955.to 45.576 in 
1980. By contrast, the figure for the US 


'went from 2.396 to 0.196, and for the 


EEC, from 23.3% to 26%. 
— Bruce Roscoe 
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recession’s bitter harvest 





With only a small pro- 

portion of most food 

į commodities con- 

` sumed at home, Aus- 

e tralian farmers have 

bf E been hit squarely by 

uud" E> the downturn in inter- 

SEEDS national prices. In 

some cases, price-averaging systems 

help the farmers ride through short 

rice downturns — but only slow the fall 
in a sustained recession. 

Except for dairy products and some 
fruits (available from New Zealand), 
distance from competition and effi- 
ciency give the Australian rural sector 
natural protection. The few and com- 
paratively light tariffs, and some sub- 
sidies for fuel and fertiliser inputs, are 
generally acknowledged to be far out- 
weighed by the negative protection 
of high tariffs on imported machinery 
and chemicals — crucial on the exten- 


Bangladesh 
insulated 


Bangladesh's aid de- 
pendence largely in- 
sulates it from the 
" vicissititudes of inter- 

E ^ national foodgrain 

LES vq. trade. Aid-subsidised 
UNIT a programmes have 
SEED brought the country 
to within 20% of foodgrain self-suffi- 
ciency, barring climate catastrophes. In 
good years, such as the last three succes- 
sive record harvests, Bangladesh can 
now satisfy more than 90% of its rice 
needs. 

Wheat demand fluctuates in inverse 
proportion to rice availability. At Inde- 
pendence, the country consumed rela- 
tively little wheat, and produced virtu- 
ally none. Development programmes 
encouraged diversification of the na- 
tion's dietary and cropping patterns as a 
form of insurance against the vagaries of 
the rice harvest. Bangladesh is expected 
to produce nearly half of its 2.8 million- 
tonne wheat requirement this year. 
More than 9095 ol wheat imports are in 
the form of aid. 

Lower international prices resulting 
from release of stocks under the US 
Food Security Act are unlikely to affect 
foodgrain production in Bangladesh. 
As import needs have been cut back, 
Bangladesh’s benefits from low prices 
have been reduced. 

However, with world prices for the 
main cash crop — jute — in both a cycli- 
cal slump and a secular decline, the op- 
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sive, highly capitalised Australian farm. 

The main form of assistance is cen- 
tralised marketing. The Australian 
Wheat Board buys in and markets the 
entire wheat crop, which fluctuates be- 
tween 14 million tonnes and 18 million 
tonnes a year. Fob export prices are 
passed on to growers. Only 1-1.5 million 
tonnes are consumed locally. That used 
for human consumption is sold at 
around A$16 (US$9.70) a tonne above 
the export price, but handling costs are 
deducted before this is passed to farm- 
ers. Animal feedstocks, such as sor- 
ghum and edible oils, get no protection 
at all. 

So far, the price downturn has re- 
sulted in little contraction of. wheat 
planting. With rice, the more aggres- 
sive export policies of Thailand and the 
US, and self-sufficiency brought with a 
run of good seasons in prime markets 
such as Indonesia, have had their effect. 
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(26,000 ha planted in 1984-85, 
u of Agricultural Economics 
(BAE) forecasts only 95,000 ha will be 
planted in 1986:87. Planting of cotton, 
meanwhile, has also fallen sharply be- 
cause of low prices, unshielded by any 
protection. From 183,000 ha planted in 
1984-85, the cotton area is expected to 
shrink to' 130,000 ha in 1986-87. 
Subsidisation of these two irrigated 
crops has been in the form of govern- 
ment construction of dams and main 
water channels, whose capital cost is not 
recovered in water charges. This sub- 
sidy was reaped in the capital improve- 
ment enjoyed bv the original land- 
owners, however, rather than by the 
existing growers — who paid for it in the 
land price, Other crops are covered by a 
variety of programmes: 
» The sugar industry, based on the 
Queensland and northern New South 
Wales coastal strips, is currently receiv- 
ing A$54 million in federal price-sup- 
port and restructuring assistance. 
Domestic demand takes only at-** 
25% of the 3.2 million-tonne out 
and thus gives only a partial shiela 
against world-price falls. BAE officials 
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portunity costs of producing grain do- 
mestically should not weigh too heavily 
on the mind of a government that is long- 
accustomed to getting cheap imports at 
the margin. The offsetting advantages 
of supply stability are persuasive. 

The government posts procurement 
prices to support the rice, wheat and 
sugar markets. Over the past five years, 
procurement prices for foodgrains 
have hovered a little below the ration 
prices at which government stocks are 
distributed, and well below market 
prices. Price signals can get crossed, 
however, when state intervention is too 
sluggish. 

In the wake of the 1984 floods, the 
government raised procurement prices 
to shore up farm incomes. But when 
growers responded with better-than- 
anticipated yields, price procurement 
failed to keep pace, resulting in a 20% 
fall in the rice price. 


In addition to the steady inroads oi 
man-made substitutes, jute faced 
another of its periodic “hog-cycle” 
troughs: low yields after the 1984 floods 
bid up jute prices, inducing overplant- 
ing in the following year and a 60?5 drop 
in current prices compared to earlier 
peaks. 

Bangladesh also offered far less sub- 
sidy relief than neighbouring India. As a 
result, a good deal of jute is believed to 
have been smuggled across the border 
to the Calcutta mills. 

Bangladesh is a big importer but low- 
cost imports have depressed local prices 
and driven production down by 50% in 
the past two years. Market sources esti- 
mate 100-150,000 tonnes of sugar found 
its way across the border from India in 
fiscal 1985 (ended 30 June), driven out 
by some 354,000 tonnes worth of largely 
private sugar imports. This drove down 
Bangladesh prices. — Lincoln Kaye 
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fact, with tariffs on inputs, 
Industries Assistance | Commission 
found the sugar industry getting nega- 


tive assistance. cro 
Most cane-growers are. hanging in, 
expecting the price recovery which 
began last year to continue. Rated 
among the lowest-cost producers in the 
world, they have more ability than most 
to survive. Regulations restricting entry 
to the industry also discourage short- 
term retreat: if a farmer does not pro- 
duce one year, he cannot produce the 
next. 
» The dairy industry underwent a 
sweeping rationalisation more than a 
decade ago, as Australia and 
New Zealand tightened eco- 
nomic links. A new scheme 
which has just begun is aimed 
at getting domestic prices in 
line with potential import 
prices within four years: 
i-gate prices of around 16 
2a vents a litre are nearly 
twice the potential import |L—— 
prices. A gentleman's agree- 
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Dairy Board where it can, with the aver- 
aged prices passed back to producers. 
Starting in July, dairy manufacturers 
were cleared to export without averaging. 
» Quarantine rules and distance limit 
foreign competition for Australian 
fruit-growers. But this does not apply to 
orange juice, where local citrus farmers 
are protected by a 35% tariff. 

» Meatexports and live-animal exports 
enjoy no protection or subsidy. Most 
sizeable markets are restricted by 
quotas designed to protect higher- 
cost domestic industries, particularly in 
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which is 20-25% of output, has in the 
past been exported by the Australian 
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of industrial powers subsidising ineffi- | 
cient rural industries to protect conser- | - 
vative electoral bases — and the pic- | - 


turesque farming activities important to 
their self-image. To keep a supply of 


food delicacies available to their cities, | 
bulk production of basic items is sub- | — 


sidised. Japan, and now South Korea, - 


are following in Europe's footsteps. 


In its highly regarded study of the | 
EEC's Common Agricultural Policy — 


(CAP) last year (known as the “Red | | 
Book"), the BAE pointed out that not | - 


only was the CAP costing huge sums in E 


in which the EEC had a 


ing the need for high wages. 
One outcome was substan- 


down on the farm. 
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Lloyds has not declared peace in the battle for Stanchart 


By Anthony Rowley in Hongkong 


he battle for Standard Chartered 

Bank is not over. Lloyds Bank has 
reappeared as a potential predator, 
which is causing Stanchart a good deal 
of heartache and will turn the London- 
incorporated bank’s attention back to 
defence strategies rather than rationali- 
sation and profit maximisation follow- 
ing Lloyds’ earlier unsuccessful bid. 

[The announcement at the beginnng 

. eptember that Lloyds is seeking per- 
mission from the Federal Reserve 
Board in New York to take its current 
4.7% holding in Stanchart up to 29.9% 
provoked a strong reaction from Stan- 
charts group managing director 
Michael Douglas McWilliam during a 
visit to Hongkong on 3 September. 
Stanchart, he said, wishes that Lloyds 
would “go home and get on with their 
own business.” 

Yet clearly that is not what Lloyds in- 
tends to do. Its earlier bid failed largely 
because it did not take account of US 
regulations which prevent bank holding 
companies there from acquiring more 
than 5% of a bank without regulatory 
permission (REVIEW, 24 July). The 
complication arose because Stanchart 
owns Union Bank of California. 


Under the London Takeover Code- 


rules, Lloyds cannot make another full 
offer for Stanchart until a year after the 
earlier bid lapsed. But it is unlikely to be 
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seeking permission now to acquire just 
short of 30% — the maximum allowed 
under the London rules without a full 
bid being made — unless it has serious 
intentions of renewing its attack upon 
Stanchart. Lloyds, said McWilliam, 
“has not declared peace.” 

He described this development as 
“harassing and inhibiting" but said that 
Stanchart was “determined to retain its 
independence." Just how it plans to do 
so is a matter of conjecture. McWilliam 
said that Stanchart hoped to be able to 
persuade Lloyds to change its mind 
about bidding again — and had lodged 
its own objection with the Fed. The 
bank is obviously considering other 
strategies, however. 

In answer to questions from the 
REVIEW, the group chief executive said 
he considered the proportion of Stan- 
chart's shares in firm hands following 
Lloyds earlier bid to be around 35%. 
This includes the three major share- 
holders or “white knights” who rode to 
the rescue of Stanchart — Hongkong’s 
Sir Yue-Kong Pao, who holds 14.95%, 
Singapore's Tan Sri Khoo Teck Puat, 
who owms 5.25% and Australia’s 
Robert Holmes à Court who owned 
7.4% initially (but now more) — plus 
other shareholdings including Britain's 
Tiny Rowland who holds around 375. 

The London Takeover Panel was 
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satisfied that these parties had not acted _ : 


in concert in defending Stanchart. 


Asked whether this group might launch — z 


a counter-bid in the event of a renewed 
full offer from Lloyds, or whether the 


natural advantage — creat- | 


subsidies, the high food | 
prices it achieved were | - 
passed on to industry — | 


tially more urban unemploy- | 
ment than jobs preserved | | 


— Hamish McDonald * = 


management of Stanchart might con- [m 


sider a leveraged buy-out of the com- — 


pany (a bid financed by management - 7 


borrowing in effect), McWilliam said |. 


these suggestions were "interesting." 


He said, meanwhile, that he expects. 
the new major shareholders to have an © 


“active board involvement” in Stan- | - 


chart but not to “try to manage the © 


bank.” McWilliam also said that he saw 


no special significance in the recent de- — 
cision by Pao (now deputy chairman of — 
Stanchart) to split up his holding among . 


members of his family, and did not see 
this as a prelude to Pao building up a 
larger stake via family and associates. 


McWilliam gave the impression that rs 


Stanchart might be having second T 


thoughts about the idea of turning the © 


Hongkong and Hongkong-related busi- | | 
nesses of Stanchart into a separate | 


banking company and listing it on the 


local stock exchange. He stressed the | - 


technical difficulties of such a move and 


said that it would be done only ifitaided | 


Stanchart's business and helped in rais- 
ing capital locally. 


McWilliam confirmed that Stanchart {i E 
is seeking a listing on the Tokyo Stock | 


Exchange, and that it hopes to achieve 
this before the end of the year. Stan- 
chart's decision to go for a Tokyo listing 


(in preference to a New York Stock Ex- | - 
change listing at this stage) was taken at | 


the beginning of this vear, before the 


Lloyds bid, and will not influence the 


decision on whether or not to list sepa- | - 


rately in Hongkong. 
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C Six months ended: 
30th June 





















Turnover © — B = 4208.0 3 














































































Operating profit 569.1 . i. 
. Net finance income/(charges 40.6 (06.8). . Eris | 
n Net operating profit 609.7 360.0 s HRMESOO o 
- Share of profits of associated | Dx ui 
companies 29.4 EI GT E iud 
Profit before taxation 639.1 (3837. C | 
oS Taxation - 130.5 : 813 | TEE 
.. . Profit after taxation 08.6 302.4 a 
a -. Minority interest 5.1 43. E den: | 
i ^ Profit attributable to B qe. 
| coc i shareholders 503.5 | 297.9 777.5 | 
Dividend = ` 159.1 _ 95:5 = 388.8 
‘Retained profit 344.4 202.4 : 5013887 
- Earnings per share 19.0€ | 11.2¢ 000 PRSEMA C 
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Profitability in the second half-year should continue to be | | 
- favourably influenced by low fuel prices with a consequent : | m 
restraining effect. on costs generally. However, the bottom of 
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China’s advertising industry booms as consumer goods flourish 


By Freddie Balfour in HoRdKong 


he rise in consumer goods and the 

trend towards goverr 
tralisation in China have bee 
the country's advertisin; ' industry, 
which has grown by an ayers we of 5096 a 
year since 1979. There are now more 
than 680 domestic advertising agen- 
cies. Billings last year totalled Rmb 605 
million (US$163.5 million), of which 
foreign agencies accounted for 6%. 
Chinese advertising abroad amounted 
in 1985 to only US$20 million, of which 
about 50% was in Hongkong. That 
China is seriously committed to de- 
veloping its advertising industry can be 






seen from plans to host the Third World. 


* lvertising Congress, to be held in Pe- 

ig in June 1987. 

For foreign advertising companies, 
progress in China has been less spec- 
tacular. Advertising executives in 
Hongkong caution that advertising in 
China will not make anyone an over- 
night killing, and that it takes many 
years for the fruits of advertising to pay 
off. 

When the ban on advertising by 
foreign companies was lifted in early 
1979; pte agencies started feel- 
ing the pressure from their international 
clients to set up operations in China. 
The first foreign advertising office — In- 
terpublic-Jardine (China) — opened in 
Peking in 1979, as a joint venture be- 
tween US-based McCann-Erickson 
and Jardine Matheson of Hongkong, a 
move which industry experts say was 
motivated by a quest for prestige, rather 
than profits. 

Since then, the only firms to set up 
ina offices ar Saatchi and Saatchi, 


th a Shanghai office that opened in. 


May 1985, and Dentsu, Young and 
Rubicam, which opened an office in Pe- 
king in June this year. Ogilvy & Mather 
(O&M) will be opening one in Peking 
later this month. The chief role of these 
branches is to liaise between their 
Hongkong offices and local officials and 
the media. Creative work is done in 
Hongkong, where costs are considera- 
bly lower. 

Foreign agencies are restricted to 
serving foreign or joint-venture clients, 
while domestic business is handled by a 
system of 60 different advertising corpo- 
rations in 46 cities which are affiliated 
with the China United Advertising 
Corp., an arm of the State Administra- 
tion for Industry and Commerce. 

According to Harry Reid, regional 
director for East Asia at O&M, it will 
be some time before its Chinese ope- 
. rations become profitable. “We view 

it as an investment, we're not looking 
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for a fast return. International clients 
want services so we go with them," 
said Reid. He said that he is happy 
when the company, whose clients in- 
clude General Foods, Martell Cognac, 
Rado Watch Co., and American Ex- 
press and had about US$2.5 million in 
China billings last year, is able to cover 
costs. 

For foreign companies, doing busi- 
ness is far from easy in China, with its 
poorly developed infrastructure and in- 
efficient system of distribution. The set- 
ting of import quotas is anything but sys- 
tematic, and the wait, as decisions work 
their way through the bureaucracy, can 


RPUBLIC-JARDINE 





Chinese billboard: serving joint ventures. 


seem endless. But advertising execu- 
tives claim that a campaign aimed at de- 
veloping a corporate identity and brand- 
name awareness can help ease the way 
through obstacles to the domestic mar- 
ket. 


A’ overwhelming choice of advertis- 
ing vehicles is available to foreign 
companies, There are nearly 5,000 print 
publications, including more than 70 
daily newspapers, of which at least a 
dozen have circulations exceeding 1 mil- 
lion. There are also a number of foreign 
journals with Chinese editions, includ- 
ing China Computerworld, Scientific 
American and Byte. Other media in- 
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"There are ` more than 65 million TV a 
sets in China and China Central Tele- | - 
vision (CCTV) claims to have more than | | 
250 million viewers. More than 95% of | — 
the population listen to radio, but audi- | - 
ence surveys are non-existent through- | | 
out most of the country, with only the | - 
most rudimentary studies having been | | 
attempted in a few cities. = 

A half-page ad costs US$1,500 in the | — 
People's Daily, the country's leading | — 
newspaper, with a circulation of more | - 
than 4 million. A 30-second spot on- ts 
CCTV costs US$4,000 while 30 seconds | | 
on the Central People’s Bròadcastink og 
radio network is only US$162. Rates, 
which must be paid in foreign exchange, | [e 
are expensive but extremely cost-effi- |. 
cient, says Bernard Yiu, managing di- 
rector of Interpublic-J ardine. 

Advertising strategies for interna- j 
tional companies have so far been delib- . 
erately soft-sell. Large companies have 
been careful not to allow their presence — 
in the Chinese market seem threaten- - 
ing. This requires a relatively long-term - 
perspective, which many Western com- | 
panies, until recently, have been tooim- — 
patient to adopt. In contrast, the Japan- — 
ese began advertising long before their - 
products were actually available in 
China. Their early efforts have paid off | 
among the brandname-conscious | 
Chinese, and Hitachi, Sony, Sanyo and | — 
Toyota have become household names. ~ 

According to a recent survey con- | | 
ducted by Survey Research Hongkong | - 
in Canton and Peking, Japanese brands | . 
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accounted for only 14% of washing- 
machine sales, but Hitachi was second - 
on the list of best-known brands in | 
both cities, after the local leading | 
make. Japanese advertising accounted | | 
for 70-80% of all foreign advertising last - | 
year. z 
Western advertisers are now begin- | 4 
ning to close in on the Japanese, par- | 
ticularly since CBS and CCTV struck a | | 
deal in which CBS provides CCTV with | - 
64 hours of sports, general news and en- - 
tertainment in exchange for 10 packages - 
of 32 minutes each a year of advertising. - 
Nine sponsors, including Kodak, Boe- 
ing and Philips, participated in the air- | 
ing of a series called One World we Y: 
year, and all but two, IBM and Proctor | - 
and Gamble, have paid the US$300,000 | - 
a package for a total of 32 minutes of 30-. | — 
second spots again this year. 3 
Wary of creating an image that might | 
appear too threatening to the domestic 
soft-drink industry, Coca-Cola has kept | E 
its campaign low-key. A bottle of Coke, E 
at four times the price of its domestic 
equivalent, is being marketed as a lux- 
ury drink, together with a “nurturing | 
image where we grow with them,” said 
Coca-Cola China's senior area market- - 
ing manager, Kelly Yu. Instead of utilis- | 
ing national TV and radio, Coke has | | 


been sponsoring sports events and re- 
cently produced the first-ever Chinese | | 






E ds: mU. 
han a ban | on. advertising. 
cigiicttes end icohotof more than 40% 
proof, there are no restrictions on 
foreign advertising. Advertisers are ex- 
pected to exercise their own judgment, 
provided they avoid references to poli- 
tics, sex or sensitive stereotypes. How- 
ever, consumer advertising is beginning 
to reflect the growing sophistication and 
fashion consciousness in China, where 
only a decade ago, style and elegance 
were tantamount to treason. 

O&M put together a commercial for 


TER 


i Maxwell House Coffee which was aired 


on CCTV this year. The 30-second spot 
shows a fashion-design crew working in 
front of a mock-up of the Manhattan 
skyline. The message translates rough- 


ly, *In the modern world we pay atten-- 


tion to beauty and the good life, so after 
a hard day's work, relax with Mr Mac 
coffee." 


Rae Watch introduced a luxury: 


model, the Diastar, which sells for 
Rmb 1,100, by stressing its snob appeal. 
According ' to Shirley Mok, China 
business manager at O&M, the watch 


is highly regarded as a sign of status 
| and wealth, and is "selling like hot- 
cakes. 


7 Mok attributes Rado's suc- 


| cess to an early start on advertising in 


1979, long before its products were 
available. 
There exists a great potential for 


public relations in China, where the 


wer of the written word, particularly 
1n editorials, is regarded with a high de- 


gree of credibility. China greedily de- 


vours any information on product deve- 


_ lopment and technology, and press re- 
. leases are often reprinted verbatim in 

the Chinese media. There are currently 
. two public-relations firms with offices in 


China, Burson-Marsteller and Hill and 
Knowlton. 
A small source of revenue for foreign 


. agencies comes from Chinese firms pro- 


moting their products abroad, but 
foreign-exchange availability is a limita- 
tion on budgets, and agencies do little 
more than provide media placement. 


For Interpublic-Jardine, export adver- 


tising amounted to US$250,000, or 10% 
of sales in 1985. 

The bulk of export advertising is 
handled by Hongkong-based China Re- 


- sources Advertising Co., a subsidiary of 


| China Resources (Holdings) Co., which 





is directly responsible to the Ministry of 


. Foreign Economic Relations and Trade. 
. The 130-employee advertising company 


represents more than 300 clients and 700 
products, including Tsingtao Beer and 


| Peking Royal Jelly, and handles about 


70% of the total Hongkong billings of 


China-made products, and 100% of their 


TV and radio advertising. The company 
also handles import advertising for 


d foreign clients, which yielded HK$4.2 
million (US$530, 000) in 1985, out of 


total billings of HK$77 million. 
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Two shipping groups negotiate with the banks to stay afloat 


By Guy Sacerdoti in Hongkong 

he debt restructuring packages of 

Hongkong's second- and third- 
largest shipping companies have taken 
widely divergent paths — with one firm 
heading for a planned agreement with 
its creditors by the end of the month, 
and the other embroiled in a bitter argu- 
ment with a major US bank. 

The financially beleaguered C. H. 
Tung group received a commitment for 
a needed US$120 million capital injec- 
tion on 2September from China-backed 
Hongkong businessman Fok  Ying- 
tung. Of this, US$100 million will serve 
as equity for Tung's new containership 
division, Orient Overseas (Interna- 


tional), one of four divisions being 
created out of the group, with the re- 
mainder of the money to be used to fi- 
nance the delivery of seven tankers and 
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Tung: capital injection. 





five containerships through another 
company, Overseas. Chinese 
Maritime Inc. 

The Tung group was also set to sign. 
by mid-September a US$276 million 
syndicated loan to finance the 12 new 
vessels from Japanese shipyards. Both 
are preliminary to the final restructur- 
ing agreement among the group’s cred- 
itors to reduce the burden of its US$2.7 
billion debt. 

The Tung shipping saga has encoun- 
tered several delays in the course of its 


restructuring, but.the majority of its 


creditors are hoping for an agreement 
before its next deadline passes on 30 
September. A major potential glitch re- 
mains with one of the smaller creditors, 
Credit Commercial de France, which 
has filed a writ for the liquidation of 
Tung’s listed Orient (Holdings) Over- 
seas. 

The French bank objects to the re- 


structuring terms for unsecured cred- 
itors, in which the banks would receive 
equity for their exposure, with overdue 
principal and interest being paid only 
after secured creditors. A major cred- 
itor associated with the restructuring, 
however, says that they “are pretty 
close to asolution” with the bank, which 
would pave the way for the formal 
agreement to be approved. 

The territory’s other ailing shipping 
company, Wah Kwong Shipping and 
Investment Co. (Hongkong), with 
US$856 million in outstanding debt, 
finds itself in a pitched battle with the 
US-based Chase Manhattan Bank for 
precisely the opposite reason. Chas _ 
major creditor with US$30 million 
vested in three mortgaged vessels, is 
fully secured, and objects to the restruc- 
turing plan worked out by the Chao 
family's financial advisers, Amex Asia. 

An interim agreement designed to 
keep the company operating while the 
long-term proposal was discussed ex- 
pired on 28 August, with a number of 
Wah Kwong's 46 creditors still with- 
holding their signatures. Amex and 
some of Wah Kwong’s larger creditors, 
such as Standard Chartered Bank, 
worry that if Chase continues to hold 
out, smaller secured banks will follow, 
sabotaging the agreement. 

The plan calls for all three of the 
Chase ships to be included in the re- 
structuring. As with Wah Kwong's 
other vessels (its more than 50 ships are 
to be reduced to a fleet of 40 by the end 
of the year), the Chao family would re- 
tain control of day-to-day operations, 
with major decisions made with agi i 


. ment of a six-bank advisory group. 


Although Chase is a member of the 
advisory group, it claims it was not al- 
ways informed of special arrangements 
made with other creditors (who hold a 
mix of secured and unsecured loans) 
until they became part of the restructur- 
ing proposal. Chase claims 10 banks 
have received special consideration for 
their positions, and it wants to negotiate 
its own compromise. 

During negotiations for the 90-day 
interim plan to keep Wah Kwong 
operating, Citibank posed a similar 
problem, pressing for a mortgaged ves- 
sel to remain out of the interim propo- 
sal. Because the ship's charter hire ex- 
pired this month, Citibank wanted to di- 
pose of the vessel itself. Eventually, the 
ship was left out of the agreement. 
Chase's absence from an agreement 
could lead to liquidation of Wah Kwong, - 
according to some creditors who support 
the plan. Chase, however, disagrees. Ey 








both dates inclusive. | 


^... over those of the equivalent period in 1985 and over the first half-year results, and the property division, in particular, 










zu SEES EROS TORRES E EDITORE PREIS SARI kris: 





ed's profit before extraordinary items for the first half of 1986 was HK$613.1 million 

equivalent period in 1985; additionally, an extraordinary profit of HK$1,382.2 million. 

ation of Cathay Pacific Airways and the total profit attributable to shareho va 

ming of recognition of property development profits, which in 1986 will occ 

1 a significant effect on the interim results. The unaudited consolidated result 

Werk. iaoa | Six months ended = = 
| Í 30thJune | 






















































Turnover 


“Operating profit, — | 2 9552 2030772 —— a oaar 
Net finance incomei(charges) | 2.8 .0796) — wor 
Net operating profit. — Pao | 958.0 | 8976 185635 
Share of profits less losses ot I DE 

associated companies — te 59.6 312 | 888 . 
Profit before taxation | | 1,017.6 .  ,9288 | 17523 

o Taxation | "E 191.6 162.1. 215.4 

-Profit after taxation ! 826.0 766.7 1.536.9 

“Minority interests i 212.9 126.3 — 311.0 
Profit before extraordinary items . 613.1 540.4 12259 
Extraordinary items — | p “1,382.2 — 59.1 
Profit attributable to shareholders | | 1,995.3 540.4 1285.0 

. Dividends | paci d | | | ! | 

=: Retained profit : 40 1,763.5 454.7 | 686.1 

Earnings per share: E | | | 
‘A’ shares Ü | i 47.9¢ ^J 514p 97.4€ 
‘B’ shares | 9.6€ 1036 o | 1956€ 


The results for the six months ended 30th June 1985 have been restated to conform with changes in accounting policies 
` adopted during the year ended 31st December 1985. Earnings per share are calculated by reference to the profit before 
extraordinary items in each period and the weighted average number of shares in issue in those periods, adjusted to 
reflect the capitalisation issue made during the first half of 1986. zo Pope : ; 
. Interim dividends The directors of Swire Pacific.Limited have today declared interim dividends for 1986 of 18.0¢ per ‘A’ ` 
share and 3.6¢ per 'B' share. | €— Bg em 
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..' Dividends per share: j [3 DM | e A 
‘A’ shares : c 79s 48.06 | 1476 ^ | 8 32.3€ 47.0€ 
‘B’ shares SP (00 $&6€ — ep ooo. 65€ | 84€ 
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The dividends per.share for 1985 have been adjusted to reflect the capitalisation issue made during the six months ended 
>: 80th. June. 1986. The interim dividends are payable on 31st October 1986 to shareholders registered at the close of 
. business oh 26th September 1986; the share registers will be closed from 15th September 1986 to 26th September 1986, _- 


The interim dividends will comprise minimum cash dividends of 1.0¢ per ‘A’ share and 0.26€ per 'B' share, which are being — .... 
paid in order to erisure that the shares of the Company continue to be Authorised Investments for the purpose of the Trustee . 
Ordinance of Hong Kong, and an issue of additional shares by way of scrip dividends but shareholders will be givan the = 
option of receiving cash in place of part or all of such scrip dividends. Full details of the scrip dividend procedures willbe = = 

given in a circular which will accompany the complete Interim Report to be sent to shareholders on 8th September 1986... => 


Prospects The results of the Swire Pacific Group for the second half of 1986 are expected to show a significant increase 


+ 





" ` Should record profits at substantially higher levels. Strong performances are also expected from aviation, industries and - E. 
>. trading divisions, with shipping and offshore services remaining depressed. o | VIE. 


«v. Prospects for the Group as a whole for the full-year are excellent, and | expect that the final dividends to be recommended F 
will be at least double the interim dividends. t x | pa | | o 


| TEE ; H.M.P. Miles 
. Hong Kong, 29th August, 1986. c o : : Chairman — | 
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ri Lanka takes a considered view of securities market regulation 





Manik de Silva in Colombo 


egislation establishing a 10-mem- 
ber Securities Council to regulate Sri 
inka's fledgling securities market and 
O0 grant licences to stock exchanges and 
brokers and dealers has been approved 
by the cabinet and will be placed before 
parliament shortly. The new body will 
also be responsible for setting up a par- 
tially government-funded compensa- 
tion fund to protect investors from 
losses arising from the failure ofo 
licensed brokers. 

Finance Minister Ronnie de Mel said 


| on an informal ‘ 
| 
| 
| 
| 
f 
that he hoped to have the council, | 


'callover" system for 


mediate between two warring icons 
| of powerful business interests and the 
| merging of two exchanges competing 
for a very small cake. 
The minister hoped the "rather 
strong board" the bill required would be 
'very independent." The powers vested 
in the council will be wide ranging and 
will require that it maintains an orderly 
and fair market and that the interests of 
investors are protected. The new body 
will also be charged with ensuring that 
professional standards are maintained. 


hose members will be nominated by 
the finance minister, in operation by the 
'end of the year. 

De Mel told the REVIEW that the bill 
had been drafted after five years of 
udy, including discussions with half a 
zen leading British and US merchant | 
investment banks, the Asian Develop- - 
ment Bank and with the London Stock 
Exchange. Practices in numerous US, 

European and Asian stockmarkets had 
been carefully studied too. 

The minister said the authorities 
wanted to ensure that the Colombo 
Stock Exchange was established on a 
proper footing. This entailed persuad- 
ing the Colombo Brokers’ Association 
(which has run Sri Lanka's sharemarket 


Cr provisions aré in- 
cluded in the draft legislation to 
prevent insider dealing, which has not 
been unknown in Sri Lanka in the past. 
De Mel said that malpractices seldom 
come to the notice of authorities, large- 
ly as a result of shareholders not fully 
understanding their strength. "But un- 
officially we hear cf some dealings that 
we don't think are exactly proper. Once 
a Securities Council is formed, share- 
holders will have a body to go to," the 
minister said. He noted that whenever 
disputes between company manage- 
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| HK$7. 05b 


HKS613.1m | 
(US$903.8m) 


(US$78.6m) 


H 30 June 


















HKS4. 21b 
(US$539.7m) 
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| $491 m | 
(US$2.3m) | 










P439.02m 
(US$21.6m) 
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H30 June | P72.7m tone | &g1.99b ~ 24 
(US$3.6m) | (US$98.0m) 
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Y30June | A$100.55m 
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nearly bd years) to organise a modern | 


ments and shareholders go to court, the 
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| There wás also àn extraordinary gs gain of HKS l 
1.5ale-of shares on the flotation of Cathay. r icific A ays A 
f better second halt is expected. - 


| Full-year profits forecast to be at least HK$ 1b. Good results 
| helped by low fuel costs, though recent devaluation of 
| Australian dollar has hurt revenue. 


———Á———————Ó———— AN 


More than 7096 of development projects for current year 
| have been sold or pre-sold and pie for full year will fall 
| within expectations. 
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4 Group performance expected " be at least mantaned: in 
| second half. 


ias reviewed programmes to improve c ore as delivered 
O omi. 
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Lower interest and energy costs S rodüced cost of operations, 
while the price of gold, Pegue 5 principa! product, rose 
Slightly. 


| Profits boosted by n 
acquired Castlemaine Tooheys and four months of sales 
from Pittsburg Brewing Co. 


securities 'exchange will 


not wholly satisfied with the response. 


- Theancentives, including a 10% conces- 


sion in the rate of corporate taxation 
and exemption from capital gains tax of 


| profits made on the sale of shares of 
| quoted companies, have persuaded some 


companies to list, but notenough. Many 
Sri Lanka companies are closely held by 
dominant family groups, most of whom 
fight shy of getting themselves listed. 
"But still I don't think it's enough. 

[Share buying] i is not as widespread as | 
would like," said de Mel. "I hope the 
enthuse more 
people to buy shares. I think that there 
will be a shift to shares now that returns 
from fixed and savings deposits are de- 
clining. 


ing in Colombo is much higher.” 

De Mel also said that the govern- 
ment plans to introduce a new. Banking 
Act very soon. The draft bill which is 
now ready. provides a : comprehensive 
legal framework within which banks can 
operate. The provisions include Monet- 
ary Board approval for a licensed com- 







-mercial bank to open or close a branch, 


agency or office, and for changes in the 
location of an existing place of business. 
Capital and liquidity requirements are 
also prescribed in the bill, which in- 
cludes financial disclosure requirements 
d regulatory controls on bank share 

ownership. 


"Comment: 
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‘Already some movement is | 
noticeable and the volume of share tra 
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Soft drink, hard road 


Pepsi's proposed venture in India stirs opposition 


By Mohan Ram in New Delhi 


pe Inc. is making a renewed bid 
to add India to the list of 149 coun- 
tries where it is already established. Its 
success would not only expand its own 
coverage, but would also signal a 
change in India's attitude to multina- 
tionals — permitting their participation 
even in low-priority areas through ex- 
port-linked joint ventures. 

India banished Coca-Cola in. 1977 
over the issue of technology transfer — 
the company would not disclose the sec- 
ret formula of its concentrate. Coke 
tried to come back twice, without suc- 
cess. Pepsi, which now outsells Coke on 
t ‘orld market, had left India in 1956, 
à a brief tilt at the market. Two years 
ago, it proposed a joint venture with 
R. P. Goenka of the house of Duncans, 
offering a straight business deal — US$3 
worth of exports of Indian agro-based 
products for every dollar of concentrate 
imported. 

Now, it has offered a more attractive 
package through a joint venture with 
the government-owned Punjab Agro 
Industries Corp. (PAIC) and Voltas, 
which belongs to the Tata group. Pepsi 
has broken two of its own rules: not to 
manufacture its concentrate (whose for- 
mula, like Coca-Cola's, is a secret) out- 
side the US, and to sell its products only 
under the “Pepsi” brand name. 

These conditions made the proposal 
unacceptable to India. But now, Pep- 
sico is willing to manufacture the con- 
centrate in India and market the drink 
under a hybrid name (to be decided) 
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which would include “Pepsi.” In addi- 
tion to the beverage, the proposed ven- 
ture will process vegetables, grains and 
fruit for export. 

More than 75% of the project invest- 
ment (about Rs 220 million, or US$17.6 
million, of which Pepsico's holding will 
be less than 40%) will be for agro-pro- 
ducts processing. About the same pro- 
portion of sales will be related to pro- 
cessed food. 

More than 60 million cases (24 bot- 
tles each) of soft drinks are sold in India 


Pepsi and Coca-Cola: formula battle. 





EFFECTIVE EXCHANGE RATES gs 


: Weighted for 1984 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 30 Aug. 
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"v ne 
mated 
venture seeks a capacity of 45 million 
cases, a number which has unnerved 
local bottlers — including small manu- 
facturers which entered the field after 
Coca-Cola was banished. 

But the more important arguments 
against the proposal, voiced by opposi- 
tion political parties, relate to policy. At 
present, India — which faces an acute 
balance-of-payments problem — per- 
mits foreign investment selectively 
through joint ventures in high-priority 
areas requiring access to advanced tech- 
nology. 


If the Pepsico proposal is cleared, | 


India would be opening its doors to 
similar joint ventures in low-priority 


areas which do not require foreign tech- |. 


nology, and whose products are for elite 
needs. (With more than half the popula- 
tion living below the poverty line, an- 
nual soft-drink consumption is only 
three bottles a person.) But even In- 
dian-made soft drinks, or at least the 
more prominent brands among them, 
have an imported content. Another ar- 
gument is that allowing in companies on 


this basis would mean foreign multina- | : 


tionals would begin to dominate India’s 
agro-based industries. However, Indian 
subsidiaries of agro-business transna- 
tionals (such as Unilever and British To- 
bacco) operate without any export obli- 
gation. 

As the newspaper The Statesman has 
pointed out, the case against Pepsico's 
entry would have been obvious if food 
processing had not been part of the 
package. The Indian Government is 
under heavy pressure from Punjab state 
because PAIC is one of the two pro- 
posed Indian participants in the joint 
venture. The project would mean 
20,000 additional jobs in Punjab and a 
bonanza for its farmers. IR 
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= MANILA: Following a 213% increase in net profit 
an the first half, which attracted substantial foreign 
- buying, Philippine Long Distance Telephone 
P fuss surged ahead by 15.9% to P211 





= (US$10.40), a new record high. Trading on PLDT 
| contributed 28.6% of the period's total turnover. 
= Most other commercial-industrial issues, how- 
J ever, ended lower. Mining issues were mixed. 


. HONGKONG: Prices eased in the wake of general 

— disappointment over recent announcements of 
= corporate results. The Hang Seng Index lost 43 
points over the period to close at 1,903. The mar- 
_ ket is said to be in a consolidation phase, pending 
an all-out assault on the 2,000-point psychological 
| barrier. Blue chips, such as Cheung Kong, Hutch- 
_ ison and the Hongkong Bank, were hit by heavy 
selling, though they managed to regain some lost 
ground by the period's close. Turnover fell to 
i K$365.5 million (US$46.9 million) average a 
day. 








TOKYO: Erratic price movements confused the 
= market, though buying sentiment remained 
strong. Banks were strong buyers as were insur- 
< ance companies — many of them were still hold- 
_ ing off on foreign-securities investments until the 
. yen-dollar rate settles. The Nikkei Stock Average 
closed the period at 18,820.75 points, and daily 
average turnover for First Section stocks was 
E around 880 million. Analysts said limited selling 
- of domestic demand-related issues, such as real 
estate and utilities, could spark a wider selling 
— spree, a view which appeared to be confirmed by a 
evelling off of Osaka stock prices. 


Blas a nama UV 
E. ALIA: The pessimistic outlook set by 


higher interest rates and frictions in the ruling 
J Labor Party failed to dampen market sentiment. 
~The All Ordinaries Index gained 21 points to 
1,200 over the period, boosted by a string of 
healthy annual corporate results and buoyant gold 
_ equities. Strong rumours that Broken Hill Prop- 
 rietary Co. (BHP) is on the verge of buying out its 
two biggest shareholders — Elders IXL and Bell 
. Resources — swept the marketplace, sending 
. BHP's price lower. 


NEW ZEALAND: The market consolidated over 
the period after strong rises in previous periods. 
. Volume remained high, with private clients still 
. providing most of the buying support. The Brier- 
ley group of companies was prominent during the 
period. Recent profit announcements were 
. mixed. Many sectors that are tied to the domestic 
market, or which rely heavily on exports, are con- 
 tinuing to experience profitability decreases. 

S SAPORE: Shares surged strongly upward on 
heavy turnover after declining on 26 Aug. on the 
back of news that Malaysian politician and busi- 
 nessman Tan Koon Swan had been dry ri hee 
- pore and that bail had been refused. Malaysian- 
based counters fared particularly well, while 
Singapore scrip came in for its fair share of sup- 


Ñ 


port, all helped by a cut by Oversea-Chinese - 


|. THE Philippines was one of the highest scorers among Asian markets in the period to 
| 1 Sept., largely owing to good results from its telephone monopoly. Malaysia was 
| alsoa major gainer as confidence returned to.the market. 


Banking Corp. in the prime lending rate to 6%, 
the lowest in 24 years. Fraser's Singapore Index 
rose 118.12 points to 4,905.68, its highest since 


September 1984. Trading was a high 30.16 million 


shares average a day. 


KUALA LUMPUR: It was a good week for blue 
chips and Singapore stocks on the stock exchange. 
Institutional investors came back into the rar ee 
and sentiment improved markedly. Brokers attri- 
buted the rise in confidence to the removal of un- 
certainty over local politician/businessman Tan 
Koon Swan’s trial, but profit-taking during mid- 
period showed that some investors were unsure of 
the market’s long-term prospects. Fraser’s Indus- 
trial Index put on 134.58 points to finish at 
2,734.54 in a period shortened by the National 
Day holiday. Volume was way up at an average of 
13.72 million shares traded daily. 


BOMBAY: Share prices extended their fall in the 
absence of buying support. Trading was thin, and 
some brokers attributed the sluggish volume to 
deteriorating law and order — terrorists had 
threatened to blow up the stock exchange on 27 
Aug., a holiday. The BSE Index lost 20.47 points 
over the period to close at 540.66. Telco declined 
sharply from Rs 775 (US$61.80) to Rs 625 on 
heavy selling pressure following poor corporate 
results and likely delay by New Delhi to clear 


Telco’s car-manufacturing project, a joint venture’ 


with Japan’s Honda. 


SEOUL: The market was weak, with institutions 
still not being allowed by the government to buy 
stocks. Confidence was further undermined by 
rumours of financial problems in construction 
companies. The composite index fell 6.66 points 
to 262.34, and average daily volume was off Won 
6.12 billion (US$6.9 million) to Won 23.32 billion. 


BANGKOK: Prices continued to rise on the back 
of higher confidence. Early profit-taking drove 
prices down somewhat but by mid-session prices 
started to move up, with Dhana Siam, Union 
Thread, Saha Union and Siam Food Products 
leading the way. Partly contributing to the up- 
swing was the announcement of interim-dividend 
payments by Dhana Siam and Bangkok Bank. 
The Book Club Index rose 4.3 points on the 
period to close at 137.74. Volume for the period 
shot up to 3.38 million shares, valued at Baht 
574.8 million (US$22 million). 


TAIPEI: The market recovered markedly on the 
strength of a temporary stabilisation of the NT 
dollar near the NT$37:US$1 level. The weighted 
price index rose 28.83 points on the period to close 
at 912.09. With central bank intervention slowing 
the NT dollar's rate of appreciation to about one 
cent a day, investors became more bullish about 
other favourable factors affecting the market, in- 
cluding strong export statistics in the latest quarter 
and good first-half company results. Volume was 
up at an average NT$1.83 billion (US$49.5 mil- 
lion) a day. 


Bank of E. Asia 17.40 
Cathay Pacific 5.45 
Cheung Kong 24.20 
16.20 
CMB Ex. Div. 12.60 
Conic 1.09 
Evergo 0.59 
F. E. Consortium 0.405 
FirstPacific Holds 4.025 
Furama Hotel 4.20 
General Oriental 40.50 
Great Eagle 0.83 
Green Island Cement 8.20 
Hang Lung Development 8.25 
Hang Seng Bank 33.00 
HAECO 32.25 
Henderson 2.575 
H.K. Electric 9.55 
H.K. & Ch. Gas 16.10 
H.K. & K. Whart 8.10 
H.K. Land 6.30 
H.K. & S. Bank 6.90 
H.K. & S. Hotels 34.00 
H.K. Realty "A" 11.40 
H.K. Telephone 11.40 
H.K. TVB 7.90 
H.K. & Y Ferry 3.325 
Hopewell 2.225 
Hsin Chong 1.70 
Hutchison Whampoa 33.75 
Hysan Dev 0.72 
Impaia Pacific 26.80 
Ind. Equity Pacific 43.00 
Jardine Matheson 16.20 
Jardine Sec. 14.80 
Johnson Electric 5.60 
KMB 9.05 
Miramar Ex. Div. 3.30 
Nan Fung Textiles 37.00 
New World 6.60 
Paul Y. Constr. 141. 
1.37 
Sime Darby (H.K.) 1.45 
Stelux 2.00 
Sun Hung Kai & Co. 1.13 
SwirePac. "A" 13.40 
Tai Cheung Ex. Div. 2.025 
Wah Kwong Props 0.66 
Wing On Holdings 1.97 
Winsor 8.15 
World International 2.575 
z TOKYO 
22,00€ z ! 
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Dunlop Industries 0.76 *10.1 5.5 100 
Esso Malaysia 2.77 +9.5 10.8 t 
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Wh tm . eth ^ S, 
nakes the trucks, 
makes the aircra 
makes the money. 


An interdependency which tests even the best. Developing products with distinctive qualities requires two 
things-skill and money. 

Saab-Scania's skill Comes from a unique technological breadth. With a long tradition in automotive and 
aerospace engineering, we are able to combine our technologies and develop them into practical applica- 
tions. | 

The money comes from the long term growth and financial stability of the Saab-Scania Group. These 
have enabledius to invest heavily in the development of new products and technologies. 

In the field of specialized transport technology the symbol of Saab-Scania is the sign of technological 
breadth and financial strength. 














The Saab-Scania Group manufactures automotive and aerospace products: passenger 
cars, trucks and buses, military aircraft, missiles, satellites and the Saab SF340 airliner. The 
Group also develops other advanced products in the fields of electronics, optics, sensors 
and image processing as well as in the area of energy technology. 

We employ 47 000 people in locations in Sweden and 30 other countries. 
In 1985 the Group sales were SEK 32 billions (GBP 2.9 billions) with profits of 2.8 billions 
(GBP 255.2 m.). Return on total assets was 14.5 percent, solvency (equity/asset ratio) was 
50 percent and capital expenditure amounted to 4.4 billions (GBP 401.1 m.), equal to 13.8 


percent of sales. 
SAAB -SCANTA 


Leaders in specialized transport technology. 


For further information please write to Saab-Scania AB, Corporate Communications and Public Affairs, S-581 88 Linkóping, Sweden. 
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Exploring new frontier. 


is demanded for every single component... successfully achieved through computer design. . 





n bearing development. 





ıd microscopic testing for accuracy to 1 /10,000 mm. 





If you think the human ear is a sensitive organ, 
consider an instrument that picks up radio waves 
generated thousands of millions of light years away. 

Today's telescopes measure up to 80 metres in 
diameter. Vast dishes weighing nearly 2,000 tonnes are 
computer-manoeuvred to angle settings calculated to a 
thousandth of a degree. Absolute accuracy is required not 
just to turn them, but to turn them at speeds to match the 
rate at which the sun crosses the sky. 

Precision equipment of this standard demands 
precision hardware to match. And few components are 
more crucial than the bearing. 

For such an immense instrument, the contact 
areas between bearing rollers and rings are minute. 
And the pressure is more than nine times greater than at 
4 kilometres below sea level, the deepest a submarine has 
ever been. 

SKF has been keeping pace with high-tech develop- 
ments for years. Creating more and more advanced designs 
in line with the industry's constant evolution. Exploring 
new frontiers in anti-friction bearing technology. 


Down to the micro-world of the bearing 


Our search for new answers takes us deep into the 
micro-universe of the bearing - where micro-changes of a 
10,000th of a millimetre are now common-place. And new 
bearing designs can yield energy savings of up to 80%. 

For this, high standards of metal-working precision 
are required - and ‘near-absolute’ accuracy has to be main- 
tained from steel purity through computerised design to 
application. 

Now, by harmonising new theory with the reality of 
new technologies we have shown how bearing life - and 
reliability- can be prolonged nigh on indefinitely. 

75 years of close customer co-operation has given 
us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 million 
times more. Assuring our customers worldwide of the exact 
bearing for every application. And ultimate reliability. 

At SKF, the quest for greater and greater refine- 
ments is never-ending. SKF is probing, like the telescope, 
a universe with virtually no limits. 


SKE Theexact bearing. 
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Detween the two of us, 
high performance 
does not always involve 


high risk. 


You can enjoy an outstanding rate 
of return without the risk associated 
with manv high performance 
investments. Bank of Boston offers 
the Boston International Funds, with 
1985 performance levels of 13% 
to 343% better than traditional time 
deposits. [he majority of these 
Funds are exempt from U.S. withhold- 
ing taxes, and are backed by a world 
bank with 200 years of service 
and security. A minimum investment 
of US $25,000 is required. 

‘To learn about Bank of Boston 
products, and to engage the services 
of a personal banker committed to 
a long-term confidential relationship 
with vou, please write to: 
International Private Banking, 

P.O. Box 13603, General 


Post Office, Hong Kong. 


1784 


BANK OF BOSTON 


International Private Bankin 
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THE 
REVIEW 
OF 
ADVERTISERS 
1985 


The advertising carried in the 
Review in 1985 represented 
every category from airlines 
and hotels, banking and fi- 
nancial services, liquor and 
luxury products through to 
shipping, industry, and many 
many more from over 550 of 
the world's leading com- 
panies. 


With an average of 50 pages 
of advertising per issue and a 
total of over 2,600 pages 
through the year, the Review 
continues not only to be 
compulsory reading for 
senior executives conducting 
business in Asia but a com- 
pulsory part of any advertis- 
ing schedule aimed at Asia's 
decision makers. 


Ihe Review's "Review of 
Advertisers 1985" contains a 
sample of every campaian 
carried by those companies 
promoting their message to 
the highest concentration of 
influential, affluent individuals 
available through any publi- 
cation in this region. 


If you would like a copy of 
this booklet, write on com- 
pany letterhead to: 


Ms Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review 


GPO Box 160 
Hong Kong 


ASUNCION * BOSTON * GENEVA * GUERNSEY * HONG KONG * LONDON * LUXEMBOURG * MIAMI 
MONTEVIDEO * NASSAU * NEW YORK * PANAMA * PARIS * SINGAPORE 


(c) 1986 The First National Bank of Boston 








EXTINGUISH FIRES 





IN FIVE SECONDS 


Even before premises have been evacuated, Pyroforane automatically sets to work, 
extinguishing an outbreak of fire in the space of 5 seconds. 
*» Because of its instant, total flooding effect, with no risk to personnel and equipment, 
Pyroforane is particularly suitable for the protection of vital areas within buildings : 
- areas where items of high value are concentrated (computer rooms, museums, strongrooms...) 


- areas with essential functions (control rooms, telephone exchanges, tape stores, ships engine 
rooms...) 


- areas at high risk (solvent storage areas...). 
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To obtain complete information on Pyroforane 1301, send this coupon to Mr. Larsen, ATOCHEM CHINA, 810 Ocean Centre, Canton Road, 
Tsimshatsui, Kowloon (Hongkong) or Mr. Auvigne, ATOCHEM SOUTH EAST ASIA, 36 Robinson Road, 08-05, City House, Singapour 0106. 


Name FEE. 86 
Job function 
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Company 


Tel. 


ATOCHEM j 
ATOCHEM pyroforane 
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52091 Pans La Delense France the instantaneous fire tighter 
Tél. (1) 49.00.80.80 - Telex: ATO 611922 F 
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Someday all cameras will be like the Minolta 7000. 


You begin with a vision of the ideal 
camera. An SLR to unleash the creativity 
in every photographer, regardless of 
experience. 

This would be an autofocus camera 
with astonishing speed, precision and 
ease of operation. A camera that sets 
new standards in every aspect of SLR 
photography. 

Above all, this ideal camera would 
become the heart of the most advanced 
autofocus SLR system of cameras, 
lenses and accessories ever imagined, 
where camera and system interface, 
each controlling the other. 

This camera is no longer a vision. It 
is the Minolta 7000. With precise auto- 
focus, even in total darkness with the 
Minolta Program Flash. Automatic Multi- 
Program Selection. Creative multi-mode 








exposure control. Automatic film operation. 
And the world's most complete system of 
autofocus lenses, 18 in all and more to 
come. 

This is the camera that has already 
won more awards and more praise than 
most any camera in the history of 
photography 

But most of all, this is the camera that 
represents Minolta’s commitment to 
technical leadership. To serving every 
photographer around the world for the 
years to come. E spite = 

The Minolta 7000. Someday all 5 — MINSTA 
cameras will be like it. - | | 


The HiTech Autofocus SLR 


7000 





Minolta Camera Co., Ltd. 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka 541, Japan 


Australia ANZ Bank HQ, Caltex, Electricity Trust of S. Austr., Ford, ICI Network, John Fairfax, 
Westpac Bank. Austria Alfa Laval, Kurier, Wienerstadtische Versicherung. Osterreichische 
Mineralól-Vervaltung. Belgium Proctor & Gamble, Université Libre de Bruxelles. Brazil Mini- 
sterio de Educacao e Cultura. China Fuzhou Railway, Ministry of Metallurgy, Nanhai East Oil 
Co, Nanhai West Oil Co. Colombia Aeropuerto de Medellin. Finland Digital Equipment Corp, 
Enso-Gutzeit Oy, Kansallis-Osake-Pankki, KONE OY, Kuopio City, Oy Electrolux Ab, Oy Stock- 
mann Ab, Rauma-Repola Oy, Sanoma na B Railways. Indonesia Garuda Indonesian 
SU 
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MD 110. 
The exchange the thinking world's been waiting for. 


O I want to be one of the bright ones, too. 
C] Please send me full information on 


10u should be pleased to learn you ter. Of course, the MD110 makes Re: 
ean now have a modern communi- light work of all conventional 


includes data transmission and net- today, or by phoning us. 
working. Without cluttering your It could open up new worlds 
desk. Or anyone else’s for that mat- for you. 


Communication Services Pte Ltd 
PO.B. 128 

Geylang Post Office 

38 Singapore 1334 


cations system without lots of exchange functions as well. ^ E VE MERE | 
cables, extra telephones or equip- We've taken our time developing other Ericsson telecoms products. | 
ment. Simple is beautiful again. this exchange (110 years in fact) | Please arrange for your representative | 
But, more importantly simple is but then, the MD110 is going to | Vea | 
efficient. define the state of the art for a INE 
So with our MD110 digital pretty long while. So why not find | niin | 
exchange (PABX if you'd rather be out more about what yu shouldbe | . i : 24 
technical) you can do things with ^ expecting from your exchange, and | Soy oa | 
your telephone system you'd never about how the Ericsson MD110 can ADDRESS 
have believed possible. And that help you, by clipping the coupon | owe- i 
: | 
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ERICSSON Z 


For 110 years Ericsson has been a dynamic force in telecommunications, Ericsson Information Systems’ products span 
tele- and data communications, personal computers and business systems. 


AUSTRALIA (03) 309 2244, AUSTRIA (0222) 8501, BELGIUM (02) 243 8211, DENMARK (02) 84 3366, FINLAND (90) 2991, 
GERMAN FEDERAL REPUBLIC (0211) 6109-0, GREAT BRITAIN (0403) 64166, HONG KONG & MACAO (5) 756640, INDONESIA (021) 79 5005, IRELAND (01) 75 3093, 
ITALY (06) 79 7721, MALAYSIA (03) 59 1821, NETHERLANDS (01612) 9911, NORWAY (02) 84 3060, PORTUGAL (1) 218 6503, SAUDI ARABIA (01) 478 5800, SINGAPORE 747 5588, 
SPAIN (91) 687 6000, SWEDEN (08) 742 40 00, THAILAND (02) 253 3333 
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[LETTER FROM MANILA 





l^ the outer office of Metro-Manila's 
acting governor, Jose 'Joey' Lina, 
people mill around awaiting a chance to 
see him, mostly asking him for work. 
One almost illiterate youth: hoping to 
become a street sweeper is being pa- 
tiently interviewed by an assistant, a 
former advertising man who took a cut 
in salary to help the "people-power" 
government of Corazon Aquino. 

Lina emerges to welcome his next 
guest, casual in a T-shirt and slacks — a 
far cry from the last incumbent of the 
job, Imelda Marcos herself. Like most 
of his staff, Lina, a civil-rights lawyer, 
could be earning more at his old job but 
willingly agreed to serve when asked by 
the new president. But also, like his 
staff, after six months learning the city's 
problems, he is realistic about his 
helplessness. 

Metro-Manila is actually made up of 
four cities and 13 towns covering 636 
km with a total population of 7.1 mil- 
lion. Even according to official fig- 
ures as many as a quarter of the la- 
bour force is unemployed and an- 
other 15% “under-employed,” meaning 
they only work part-time. Many em- 
ployers, knowing how scarce jobs are, 
get away with paying well below the of- 
ficial minimum daily wage of P54 


(US$2.60) a day, some as little as P15. 

There was a shocked silence when an 
innocent reporter from a Hongkong 
Chinese-language newspaper asked the 
Minister of Economic Planning Winnie 
Monsod: *How many slums do you 
have in the city." Monsod drew on one 
of her constant cigarettes and for once 
paused in her usually ceaseless stream 
of talk: “What do vou mean how many?" 

The truth is that far more of the city 
is slum than not. Lina admits that with a 
bankrupt bureaucracy — a lot of the 
money was spent by Marcos officials 
during the last election campaign — all 
he can hope to do about the housing 
situation is to stall, and this goes for 
most of his other problems. Nothing can 
be achieved until the drift into the met- 
ropolis is stopped by development in the 
rural areas; a long-term answer but at 
least a realistic one. 

At the moment Metro-Manila’s 
Mp cogere is growing by a frightening 

3.6% a year — 2.4% of this by natural 
population growth, with an additional 
1.296 added by new arrivals — 85,000 
people. 

"There is no way to legislate your 
way out of this. You cannot forbid peo- 
ple who have no work in the countryside 
coming to the city. You have to solve 
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W h y 
says 


the reasons 
they come,” 
Lina. 
Because of the 
difficulty in rais- 
ing money, the 
local authorities 
who are supposed 
to remit 2096 of their taxes to the Metro- 
Manila government, have had this fig- 
ure reduced to 15%. Even so, they have 
only managed to pay half of this re- 
duced amount since Lina took over, so 
there is little money to spend on such 
necessary things as schools, police and 
road works. In fact, after only a few 
months, Lina is firmly of the opinion 
that the Metro-Manila government, 
created in 1975 and used as Imelda's 
power-base, should recommend its 
own dissolution, leaving the smaller 
units to run necessary local s 
vices while some sort of developm.... 
authority coordinates rather than du- 
plicates facilities which are jointly used. 
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n the short term, Lina believes that 
his new, clean administration has at 
least solved some problems. One “at-a- 
stroke” decision improved Manila’s 
horrendous traffic problems merely by 
putting more people on to traffic control 


























in the streets. Another improve- 
ment in garbage collection and 
other services has been achieved by 
paying wages on time — in the past 
sometimes weeks would pass be- 
fore money due to employees ar- 
rived. 

The “new-broom” administra- 
tion, while wanting to be seen as 
different from Imelda's, has again 
been realistic enough to admit that 
one of her pet projects — the 
Metro-Manila Aides — is a good 
idea. The scheme provides 15,000 
_ jobs to the needy as street sweepers 

while at least keeping the city mod- 
| erately clean. Imelda saw the aides 
as a sort of equivalent of Eva 
Peron's shirtless-ones who would 
be loyal to her through thick and 
thin. It is one of life's minor ironies 
that Imelda's aides, who lifted no 
finger for her when the crunch came 
in February, are still wearing their 

tinctive yellow T-shirts — the 
| oii: colour of Cory Aquino. 

It is one thing to clean up the 
streets. Lina knows that short of 
miracles there is no way to clean up the 
city. Child prostitution is a scandal but 
there are few answers at the moment 
when people will do almost anything to 
earn a living. As for cracking down on 
Ermita, the red-light district of the city, 
that isn't even on the governor's list. 





| girls 





Mother and child in a Manila slum. 


Down on M. H. Del Pillar Street the 
music is as pounding, the lights as bright 
and flashing, the girls — and the near- 
as plentiful and willing to please 
as ever. And even here there is a certain 








| sense of national pride over February's 


"revolution" and the new dignity it has 











given the country, even if not the 
world's oldest profession. 

But Manila is a city of contrast. 
While the socially conscious, seri- 
ous-minded young men and women 
ponder on how to try to cope with 
the threat of it turning into an uncon- 
trollable “mega-city” like Mexico 
City or Sao Paulo, tourists are en- 





joying the magical and very 
sanitised — "cultural show" at the 
magnificent Plaza Hotel and 


nearby, on the glittering "strip" of | 
Roxas Boulevard, overlooking the 
bay, the old Marcos-era "beautiful 
people" are gathering for the open- 
ing of the Isis Disco on top of the 
Hyatt Hotel. 

The clothes are by Dior and 
Cardin, the champagne is dry 
and chilled to exactly the right 
Í temperature. Guests freely de- 
scribe themselves as Marcos 
loyalists simply because it was 
under his generous patronage they 
gathered their wealth and social 
^| positions. Snide remarks about 

how drab the new president is com- 
pared with the old first lady produce 
malicious giggles — as if nothing ever 
happened. 

As the guests leave 
surround them, with their calculatedlv 
cute: "Give me one peso?" There's still 
a long way to go. — Michael Malik 


. grubby urchins 














till 20 years ahead 


At Aerospatiale, addressing the exciting aerospace challenges of tomorrow means 

capitalizing on the daring and innovative technologies we pioneered* with Concorde. 

Projects like Hermes, for example. When it enters service in 1995, Europe’s Spaceplane will be 

the direct beneficiary of more than three decades of commitment to advanced 

aeronautical research and design. 

V tto mention Concorde’s outstanding track record of in-flight performance and reliability. 

Bur at Aerospatiale, continuity means looking further than just a decade ahead. 

Thats why we're hard at work on Concorde’s successor - a hypersonic transport that will 
-dramatically change the way people travel, as early as the year 2000. 


*In cooperation with British Aerospace. 
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Sending a refugee back forcibly may 
result in imprisonment, torture, and even 
death. Of course, a refugee may go home 
if he no longer fears persecution, but in 
many cases that means never 

One of the functions of the United 


Nations High Commissioner for Refugees 
is to co-ordinate 


world-wide efforts to help refugees 
This advertisement asks for your com 
passion and understanding of the refugee 
plight. If you wish to become involved in help- 
ing refugees, please contact the UNHCR 
Office in your country or a voluntary agency 
which is concerned with refugees 





The world’s 
best selling 
bourbon. 





KENTUCKY STRAIGHT BOURBON WHISKEY. 80 PROOF. DISTILLED AND BOTTLED BY JAMES B. BEAM DISTILLING CO., CLERMONT, BEAM, KY 
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Sanwa’s added reach in Japanese finance 
can do a lot for your business 


e A wide client base 


The Sanwa Bank, one 
of Japan’s top financial 
institutions, fs always 
stressed the importance 
of providing a wide range 
of services without bias 
to a wide spectrum of 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consul- 
tation, etc 


Extensive domestic and 
Overseas operations 

With more than 260 
offices, Sanwa's domestic 
network is one of Japan's 
most extensive. Sanwa 
specialists across the 
country work in close co- 
operation with the Bank's 
vast overseas network 


in marketing advisory 
and other services tc its 
growing international 
clientele. 


The world's 
6th largest bank 


Forward-looking bank- 

ing made Sanwa what it 

is today: the world's 6th 
largest bank*, with total 
assets of over US$160 
billion and the highest 
credit rating in inter- 
national finance. Backed 


also by subsidiaries 

and iios Sanwa 
bankers are now more 
active than ever in pro- 
viding the specialized 
financial and marketing 
assistance that overseas 
companies require in 
their dealings with Japan. 
Just ask your Sanwa 
banker. And see what 
Sanwa's added reach in 
Japanese finance can do 
for your business. 


Sanwa bankers are working for you everywhere. 





*1985 Institutional Investor survey 


WORLD 
LEADER 


THE BEST TOBACCO 
MONEY CAN BUY 





18 SEPTEMBER 1986 









SOUTH KOREAN TRADE: 


ENIN «eru Te Japanese Hangover 


More Bright Babies 
Talking, Not Fighting 





Australia A$3.00 — Bangladesh Taka 35 — Brunei B$4 — Burma Kyats 5.50 — China US$2 — Hongkong HK$17 — India Rs 24 — Indonesia Rps 2000 — Japan ¥660 — Korea Won 1500 
Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3.50 — Pakistan Rs 22 — PNG Kina 2 — Philippines P25 — Singapore S$4 — Sri Lanka Rs 35 
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Striving for Beauty 


Samsung. We're striving for beauty and that's more than a pep 





Tokyo: Charles Smith, Bruce Roscoe (2708229) talk. Who else in the electronics biz manufactures our kinds of 
Washington: Nayan Chanda (469-4814) products with such genuine, unique, eye-catching designs and 
OTHER CORRESPONDENTS AND CONTRIBUTORS ultimate high-tech sophistication: | | ! 
ibis. — — —  — 1. sisi Mies Samsung's 1,500 R&D experts are the elite of the nation. They've 
ene ee got ultramodern facilities and a reassuring 5% of Samsung's revenues 
Dhaka S. Kamaluddin as financial backup. An attractive, neat setup but that’s not enough 
Europe MEE re ees ABA Pd ea to make satellite receivers, audio and video equipment, home 
Islamabad Husain Haqqani, Mohammed Aftab appliances, office automation and all other Samsung creations 
Kathmandu — aio ee worthy of the cherished Samsung label. 
iba ee To make beautiful products you have to have a beautiful mind 
Wiha. ieee eS c. Colindamon that's open to new ideas. 
Publisher: Charles H. Stolbach We at Samsung have this flexibility and imagination that can be 


acquired only after years of Spartan training and 
back-breaking efforts. 

We really cooperate. All parts of Samsung's or- 
ganizational body are ready for optimal collabora- 
tion — they're in excellent shape, bursting with 
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Fast forward into the capital markets for Korea. 


Ua d 


The phenomenal success of the Lucky-Goldstar many other expanding industries. 
Group has, paradoxically, nothing to do with luck. As a result, they ve become one of the largest 
From the beginning, nearly forty years ago, they've | companies in the world, with their gross revenue making 
always been among the first in their field to spot a significant contribution to Korean GNP and exports. 
lucrative growth areas. They'd never have got there without the help of a 
Today, they are developing laser-disc global bank. 
technology, semiconductors, engineering plastics and And there are many reasons why they chose Chase 





nd e8-"Y-1:— 


They know that, wherever in the world they 
equire commercial or investment banking services, only 
ne bank has the strength, size and global network to 
eliver the best solution quickly, without bureaucracy, 
nd with perfect co-ordination. 

Our 24-hour trading in the world's foreign 
xchanges gives all their companies the highest possible 


return on their overseas revenues. They use our investment 
banking capability in corporate finance, floating rate notes, 
and interest rate swaps — 2 recent swaps alone were to the 
tune of USS19 million. 

It's a great partnership. And the moral of the story is 
a bit like the molecules in a laser beam. 

Stick together and you'll go a long way. 


i CHASE 
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iet WE VE GONE THROUGH 


SOME SPARKLING 
CHANGES 


The sparkling changes at the Hongkong 
Hilton are crystal clear. From the lighting 
fixtures in the Main Lobby to the table 
settings in the Grill, the Hilton has taken on 


a quiet elegance. 


Over the past year, a great deal of time and 
effort has been spent to create its new look. 
The renovation, the most extensive in the 
hotel's 22 

Guest Rooms, the Function Rooms, all 


year history, has included all 800 


Restaurants and the Main Lobby. 


In addition, there are three new Executive 
Floors and a splendid Executive Lounge. 


These are just some of the sparkling 


changes which have taken place at the 
Hilton and are here waiting for you to see. 












For reservation, call your 
travel agent, any Hilton 
International botel or 
Hilton Reservation Service 


HONGKONG HILTON 








| wrote that 
| liamentary democracy as synonymous 


| jects this in part.’ 
Jeyaretnam’s practice of parliamentary 








Exercise ritual 


In your story [Man in the background, 
24 July] of the Manila Hotel affair which 
involved 300 soldiers, the “30 push-ups’ 
done by the soldiers who later surren- 
dered got more play-ups than the more 
substantive parts of that phase of the af- 
fair, which were: 

» The order to Brig.-Gen. Romeo 
David, acting Regional Unified Com- 
mand 3 (Central Luzon) chief, for the 
investigation of the unauthorised move- 
ment of personnel and vehicles from 
Central Luzon to Manila. 

» The formation of a special investiga- 
tion body, headed by Brig.-Gen. Fidel 
Singson, deputy chief of the Philippine 
Constabulary, to look at the military in- 
volvement in the affair. It will be used as 
a basis for further action to prevent 
similar occurrences and to improve tl 
collection, dissemination and the coo 
dination of intelligence reports. 

The now more notorious “30 push- 
ups" was just simply part of our military 
ritual of relieving the tension, re-estab- 
lishing rapport among the officers and 
soldiers present. 

Even the New Armed Forces of the 
Philippines chief of staff. Gen. Fidel 
Ramos himself, the joint staff members 
and the senior commanders who were 
there took part in the push-ups exercise. 
I myself did 30 push-ups. 

The physical exercise was just that 
and not some sort of a “Filipino way” of 
atonement for whatever irregular acts 
the soldiers involved may have commit- 
ted — for which adequate and proper 
penalties are prescribed by military 
rules and regulations. 

Brig.-Gen. Luis G. San Andres 

New AFP Information Officer 


Rules for MPs 


Nigel Holloway [REVIEW, 4 Sept.| 
"Jeyaretnam regards par- 


Quezon City 


with the British model. Dhanabalan re- 
He implied that 


democracy in Singapore was synonym- 
ous with British practice. It is a pity Hol- 
loway did not quote Jeya etnam's bold 
claim in parliament that: “The opposi- 
tion are there to make defamatory state- 
ments about the government." 

Jeyaretnam is a lawyer. He must 
know that to defame is *to attack or in- 
jure the reputation or honour of some- 
one by false and malicious statements" 
(Webster). Any MP who does this in the 
British Parliament will be suitably 
punished by either committal, suspen- 
sion or expulsion. 

The Singapore Parliament has now 
assumed these powers. Like the British 
Parliament it can commit for contempt, 
suspend or expel an MP who violates its 
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The good things in life don t come easily. Like the smooth, 
mellow taste of Chivas Regal. It takes more work to make it. And to buy it. 
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Look what came to light at 
FOODMAKER, INC. in the USA. 

Philips’ new-generation PL' 
and SL* lamps were installed E 
in each of its 750 Jack-in-the-Box Energy cost nergy T2 Actual 
testaurants. comparison Ea 

Original lighting levels and OM 
quality were maintained. 

Yet lighting energy costs were 
reduced immediately... by nearly 
73%. From US$ 380,000 per year 
to US$ 103,000. That’s a saving of 
US$ 277,000... Every year! 

Moreover, as these new- 
generation lamps will last 5 times 
longer, lamp maintenance costs 
are also significantly reduced. 





incandescent lamp SU 


PL' lamp 





SO you see, there are more 
benefits in better lighting than 
meet the eye. 


The many advantages that 
modern lighting offers are des- 
cribed in the Philips’ booklet “The 
Benefits of Better Lighting’. 


Write for your free copy to: 
Philips International BV, Marketing 
Services Lighting Division 
EC2/FR 01,5600 MD Eindhoven, 
The Netherlands. 


j 
l 
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AMI 
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Lighting Leadership Worldwide. 
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Philips, official sponsor to the 
World Football Championships 1986 





















we 

r duty in parlia- 
fameothers. — 
James Fu. Chiao Sian 


Aug.] requires further comment. De- 
spite ‘Prime Minister Mohammad Khan 
Junejo’s statement earlier in the year 














" 


after all the ramifications are studied, 


the bureaucrats have speeded up work | 
on the project. The eagerness of the 


bureaucrats is understandable because 
everyone from President Zia-ul Haq 
downward stands to make hundreds of 
millions of dollars from this project. 
The US$51 million already spent on the 


7^7, together with the money being. 


red into housing colonies, airstrips 


ana such is intended to ensure that any, 
government in. power will have diffi- 


culty in cancelling the project. 

The dam will result in the waterlog- 
ging of the Peshawar and Mardan 
plains, the most productive farmland in 
the North-West Frontier. Province. . It 
could even threaten the existence of 
Nowshera and Peshawar itself. Esti- 






frontier 


for forest products. 


E The Cotchell Report 


Special Report on production and 
consu 
Cotchell 


inthe production of the: 


^ to subscribers. 


` "Advance Subscriptions will attract a substantial 
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that work on the dam will proceed only. | Peshawar 


as six months to three years. 


hina-New timber 


China's open policy provides 
a new frontier for the 

timber industry. Her 
enormous market, 
huge labour resources and forest reserves create 
unique international marketing opportunities | 





tion of forest products in China. 

cific have engaged the services of 

Dr. S. D. Richardson, world-renowned expert 

on China and the international forest industry. 
Dr. Richardson will evaluate the position of the 
industry and market opportunities available in 
. China. Interested parties are invited to participate 
ume Report andto share, exclusively, 
 inits findings. This publication, which will be covered by 
_.. the international laws of copyright, will be strictly limited 








ES perhaps be more miérciful, and certainly 


quicker, to drop the famous Islamic A- 
bomb on this province. 
In addition to all this are the ill ef- 


fects quoted by your correspondent: | 


“Both sandstone and salt [at the dam 


site] are prone to erosion and the dam | 
. won't last, causing major disaster all | (pet. 

As for the much-vaunted | tot 
"technical changes" in the dam's design, 


these consist solely of lowering the over- 
all height by 10 ft which will hardly af- 


fect any of the factors listed above. 
Abdul Ali Khan Khattak . 


Missing partners 


No doubt vour TRAVELLER'S TALES 
feature has, over the years, inspired 


your readers to be constantly on the 
lookout for the funny, the unusual, ot 


even the bizarre, to send you as a con- 
tribution to the unique brand of humour 
it seems to have developed. | 


I wonder how many look in the page 


itself. In your 7 August issue, TRAVEL- 


-LER’S TALES leads off with a commen- 


tary on an item from the Singapore 
Medical Journal suggesting that in 
Singapore, many married couples en- 
gaged in pre-marital sex with their even- 
tual partners, most of them for as long 
You 
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able dus d bout ti this item, ‘which; is s illus 
trated WU à table titled “Duration of Pre 

























| there was angen ae one person « | 
| in the dubious enterprise, an 
deed, for the categories of fou 
and six years, where the numbe 
sons shows 17 and five respectiv 
least two people were similarly partner 
less. What would you say this indicates 
. Manila R. L. Hilado 






























Spiritual ties 


ins Leo Suryadinata's article Chinese 
| seek Allah to find a place in the sun [28 
Aug. |, I was quoted as saying that "since 
90% of the pribumi (indigenous Indo- 
| nesians) are Muslim, 90% of the ethnic 
Chinese should embrace the faith. | 
. At various occasions I have indeec 
made some forecasts, among others o 
28 February in Yogyakarta when m 
latest publication Muslim Tiongho 
(€ hinese Muslims) was discussed. 
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Murry Sie E GUEST TRAN ELLER'S i| 
| TALES [28 Aug.] complains about th — 
dearth of nicknames for certain wel 
known airlines. Delving into past Brit- 
ish scandal, he produces an amusing one 
for BOAC that I had not heard before’. 
— I had always thought it stood for Bet- . 
ter On A Camel. As for Qantas, i 
its fine reputation for safety, it used to” 
be known as Quells Any Nice Thoughts ' 
About Survival, which must be nae un 
ble to its present one: Queers, and 
Nymphs Travelling. As Stewards. He... 
does not mention that airline hich, 
used to get considerable. transatlantic. 
traffic in the days when planes had to’ 
stop at Shannon — Air Fungus. The 
death of these names, 1 Suppose, is a 
price we d to pay for deregulation. 
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the Cultural Revolution. Pages 46-58. 
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hree decades of state control over virtually every aspect 

of life in China have bred a new privileged class, a com- 
munist aristocracy enjoying the many perks of power. 
China Trade Report editor Louise do Rosario looks at the 
privileges enjoyed by children of high cadres, and how they 
have been affected by the new economic policies and how 
| the communist party tries to curb them. China specialist 
| writer David Bonavia compares the new class in China 
| with similar aristocracies in other communist countries 
who enjoy the same privileges. Linda Jaivin discusses 
the historical background of the new class, emphasising 


Cover illustration by Lui Mo Ping. 





Page 14 

'7-anese Prime Minister Nakasone 
ks his education minister for re- 

marks about the past which offended 

South Korea and China. 


Page 16 

The handling of a hijack at Karachi air- 
port strains relations between India 
and Pakistan. 


Page 23 

Benazir Bhutto is released from de- 
tention, but a newly launched political 
party could further divide the opposi- 
tion in Pakistan. 


Page 24 

Philippines President Aquino and 
Muslim rebel leader Nur Misuari meet 
and agree on a 'cessation of hos- 
tilities' leading to peace talks. 


Page 26 

Using US TV, Chinese leader Deng 
Xiaoping sends a message that he is 
"ng to visit Soviet leader Gor- 
.  hovand sees US-Taiwan ties as a 
seriouS obstacle to relations with 
Washington. 





L. RAHMAN 
Pages 38-41 
The press in Bangladesh, working 
under political constraints, is starved 
of cash, competence and credibility. 


Page 42 

Concerned about the projections of 
population decline, Singapore Prime 
Minister Lee reverses his strict family- 
planning policy. 
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Page 43 | 
The recent top-level military promo- 
tions, an annual feature in Thailand, 
reflect the army chief's choice and 
could bolster his post-retirement poli- 
tical ambitions. 


Page 62 

South Korea’s dependence on 
Japan’s machinery industry has 
turned into a liability as surging ex- 
ports this year mean companies are 
having to buy more equipment at 
prices inflated by the rise in the yen. 


Pages 64-66 

On the eve of ministerial talks aimed 
at reviewing the world’s trading rules, 
Gatt has warned that continuation of 
current protectionism is holding back 
growth worldwide. Meanwhile, the 
EEC is making a late effort to steer the 
talks away from agriculture. 


Page 66 

Disgruntled Australian companies 
which have lost heavily on foreign 
borrowings are seeking compensa- 
tion from banks which they claim fail- 
ed to protect them. 


Page 75 

Well before Hongkong’s sovereignty 
passes from Britain to China, econo- 
mic dominance in the territory has 
passed to the US, and is expected to 
keep growing. 


Page 76 

With Thailand’s foreign sector looking 
in the best shape for some time, 
economists are agreed that now is the 
time to reflate the domestic economy. 
But it will be a slow process. 


Page 90 

The Hongkong Government has had 
to go to the aid of yet another local 
bank — the seventh in three years — 
as heavy loans to one prominent busi- 
nessman turn sour. - f 
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Enrile pushes attacks 


| ontalks with rebels 


Philippine Defence Minister 


Juan Ponce Enrile has stepped. 


up his attacks on government 
negotiations with communist 
guerillas to end their 17-year- 
old revolt, despite demands 
from cabinet colleagues that he 
should either stop criticising or 
leave the government. In al- 
most daily speeches Enrile has 
lashed out at the government 
negotiators, Agriculture Min- 
ister Ramon Mitra and Audit 
Commission chairman Teofis- 
to Guingona, for being too 
conciliatory towards Satur 


DAVID JENKINS 


Enrile: lashing out. — 


Ocampo and Antonio Zumel, 


their counterparts on the 
National Democratic Front 
(NDF) panel. 


The panelists first met in 
early August but are bogged 
down over issues such as pre- 
liminary security guarantees 
and protocol. — James Clad 


Tan resigns top 

post in MCA 

The Malaysian Chinese As- 
sociation (MCA) accepted on 3 
September the resignation of 


| its president Tan Koon Swan 


after a lengthy meeting of its 
central committee. Tan, who is 
currently serving a two-year 
jail sentence in Singapore for 


| abetment of criminal breach of 


trust, had earlier told a seven- 
man MCA delegation that his 
decision was “final and irre- 


| vocable.” Under the newly 


amended MCA constitution, 
deputy president and Transport 


= Minister Datuk Ling Liong Sik 


becomes the new president. 
Lings former position has 
been filled by party secretary- 
general Datuk Lee Kim Sai. 








One of Ling’s first public 
statements as MCA president 
was to condemn as “seditious, 
disloyal and treasonable” a 
speech made in Singapore by 
Malaysian MP and former dep- 
uty minister Datuk Abdullah 
Ahmad, in which it was 
suggested that Malaysia and 
Indonesia could join forces to 
suppress non-Malay Malay- 
sians. — Nick Seaward 


Britain’s visa moves 
anger New Delhi 


India has decided to curtail 
high-level official visits to Bri- 
tain to convey its displeasure at 
London’s decision requiring 
citizens of five Commonwealth 
nations to obtain visas before 
visiting the country. Minister 
for Human Resources P. V. 
Narasimha Rao, who had 
been invited by the British 
Council to deliver a lecture, 
was the first to postpone a 
Visit. 
Britain imposed the visa re- 
Ls art on India, Bangla- 
esh, Pakistan, Nigeria and 
Ghana. New Delhi considers 
that the move was racist be- 
cause similar restrictions were 
not applied to White Common- 


wealth countries or South Af- 


rica. Relations between the 
two countries were already 


‘strained before the visa issue 


emerged because of India’s be- 
lief that Britain is not taking a 
tough line against Sikh ex- 
tremists living in the country. 
— Mohan Ram 


Bangladesh opposition 

to boycott election 
Bangladesh President H. M. 
Ershad will face no opponent 
of any consequence in the 
scheduled presidential election 
on 15 October as a result of a 
decision by opposition parties 
not to participate because they 
believe the polling will be rig- 
ged. The major opposition co- 
alitions led by the Awami 
League and the Bangladesh 
Nationalist Party, and the 
rightwing Jammat-e-Islami are 
urging that a mass movement 
should be launched instead to 
topple Ershad and end martial- 
law rule. 

The only other candidate 
with national recognition to an- 
nounce that he will contest the 
election is Moulana Hafezji 
Huzoor, a religious leader who 
heads the Khilafat movement 
in Bangladesh. He challenged 
former president Abdus Sattar 


| in the presidential election in 


November 1981, but lost. 
— S. Kamaluddin 
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BUSINESS 


Wah Kwong vessel 

held in New Orleans 
Hongkong's troubled Wah 
Kwong Shipping Group suf- 
fered a setback in its efforts to 
restructure some US$856 mil- 
lion in debts, with the arrest on 
8 September in New Orleans of 
the company's vessel Sabodine 
Venture. Major Wah Kwong 
creditor Chase Manhattan 
Bank ordered the vessel held to 
strengthen its position that the 
long-term restructuring propo- 
sal currently awaiting cred- 
itors’ signatures is unfair to the 
bank, which holds security 
over three Wah Kwong ships 
(REVIEW, 11 Sept.). 

Amex Asia, Wah Kwong's 
financial advisers, said the 
Chase action should not in it- 
self derail the restructuring 
proposal, but was a tactic to 
force a compromise to exclude 
two of the Chase-mortgaged 
vessels from the plan. Less 
than half of the shipping com- 
pany's 46 creditors had signed 
the restructuring proposal 10 
days after an interim agree- 
ment to keep the shipping com- 
pany operating had expired. 

— Guy Sacerdoti 


Hongkong Land lifts 
half-year profits 

Hongkong Land's profit after 
tax for the half year to 30 June 
1986 rose 90% to HK$385 mil- 
lion (US$49.4 million), com- 
pared with the corresponding 
period of the previous 
year. The improvement reflects 
a firm local property market 
and reductions in Land's in- 
terest bill. Land is forecasting 
that its profits for the whole 
year will be up by 27% over 
last year, to at least HK$700 
million after allowing for 
the proposed hive-off of the 
group's Dairy Farm subsi- 
diary. — Anthony Rowley 


Elders forms Hongkong 
futures link 


Elders Finance, the Australian 
financial services group, has 
formed a joint venture with the 
Hongkong futures services 
company General Manage- 
ment to link trading on the 
Hongkong Futures Exchange 
(HKFE) with that on the ex- 
changes of Sydney, London 
and New York where Elders is 
active. The new partnership 
will trade bullion as well as fi- 
nancial futures. The HKFE in- 
troduced stock-index futures 
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Index earlier. 
plans to trade. i 
and currency ful 
tracts as well ds’ options next 
month. Pet 
Elders’ financial activities 
have expanded considerably 
since the group acquired the 
Singapore-based Private In- 
vestment Co. for Asia several 
years ago. Earlier this; year, 
Elders bought the futures 
and options activities of 
Rudolf Wolff from Noranda 
Mines of Canada. 
— Anthony Rowley 


Fuji joins Taiwan Vespa 
in car production venture 
Taiwan authorities on 9 Sep- 
tember approved a joint ven- 
ture between Fuji Heavy In- 
dustries of Japan and Taiw 
Vespa to manufacture passt.. 
ger cars and light trucks, with 
production scheduled to begin 
in 1988. Fuji’s investment in 
the joint-venture company — 
to be known as Ta Ching Motor — 
Co. — will amount to NT$420 
million (US$11.4 million), 
while Taiwan Vespa will con- 
tribute NT$720 million. An- 
nual production is to, reach 
48,000 cars and 12,000: trucks 
by 1990, with half the cars plan- 
ned for export. Fuji is the 
fourth Japanese car company 
to. become involved in joint 
ventures or equity investment 
in Taiwan automobile firms in 
the past 18 months. | 
— Carl Goldstein 


Peking fails to pass 
bankruptcy law 
China's National People's 
Congress (NPC) Stand 
Committee failed to come | 
decision on the draft banx- 
ruptcy law for state-owned 
enterprises because “there are 
still serious differences of 
views,” Xinhua newsagency re- 
ported on 5 September. The 
draft will be reconsidered after 
further investigation and revi- 
sion by relevant organs. Earlier 
Xinhua suggested that the 
body might pass a watered- 
down bill applying only to li- 
mited categories of enterprises 
and pe disciplinary ac- 
tion against the higher respon- 
sible authorities of a bankrupt 
enterprise. 
Some NPC deputies have 

argued that immediate im- 
lementation cf a bankruptcy 
aw would be premature due to 
the lack of a more basic law 
governing the status and 
operations of industrial enter- 
prises. — Robert Delfs 
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ipitsa's responsibility for. 
Chinese af thins Kapitsa reta 

position as a vice-foreig 
but gn duties aren 








Foreign Mi 
Southeast As aS recently _ 
made a vice-foreign minister. . 
Reports from Moscow indicate that 
other old China hands are also being 
eased out of their positions. x 


UPLIFTING THOUGHTS | 


Malaysia is negotiating with the 
Soviet Union over the purchase of 
.two or more heavy-lift Mi26 military 
@ansport helicopters. Code-named 
Walo” by Nato, they are capable of 
transporting at least 85 combat troops 
at speeds of up to 300 kph. Malaysia 








trade surplus with the Soviet Union, 
which is around 10-1 in its favour. If 
the deal goes ahead, it will be the first 
time Mi26s have been deployed in 
‘Asean but agreement is still some 
way off because of problems over 
Maintenance arrangements. 


ALMOST THERE 


The IMF is close to approving a 425 
million special drawing rights. 
(U85512. 51 mim) loan package for 


THE WEEK - 


BRUNEI | 
- Sir Omar Ali Saifuddin, the father of the 
resent sultan, died at the age: of 71 U Sept. ). 


^ 'HINA 
“South Africa cancelled the visa of China's 
Protestant head, Bishop Ding Guangxun, | 
one day after he was issued with the docu- 
"ment allowing him to attend Bishop Des- 
'mond Tutu's enthronement as archbishop of 
Cape Town (4 Sept.). Chinese leader Deng 
` Xiaoping. in an interview on US TV, offered 
to meet Soviet leader Mikhail Gorbachov in 
the Soviet Union, but Moscow must first 
urge Vietnam to withdraw from Cambodia. 
Cambodian resistance coalition president 
‘Prince Norodom Sihanouk arrived on an of- 
ficial visit. China released 34 Vietnamese for 
the return of 27 prisoners from Vietnam, 
Xinhua newsagency said (7 Sept.). 


INDIA 






The Indian Government announced that 


presidential rule was imposed in Kashmir 

|, following the failure to resolve a lingering 

| political crisis (7 Sept.). Gurkha activists at- 

tacked and burned down four houses, in- 

| cluding one belonging to a member of par- 

T. ponent in Darjeeling, it was reported (9 
t. ). 





has been under pressure to reduce its | 
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IMF. and Philippine finance officials 
have been under way since June, 
when the Aquino government 
decided to turn down a previous 








the Philippines which will help sho: 
in [a shaky financial. 
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stand-by arrangement that had been 
worked out under the Marcos regime 
(REVIEW, 14 Aug.). Slightly more. 





than half of the amount will be in the : 





form of a compensatory facility aimed 
at easing the effects of declines in- 
exports, while thè rest would be a 

stand- -by arrangement. : 


RISING STAR 


Nguyen Van 
Linh, the rising 
star in Vietnam's 
politburo, has ~~ 
made another 
step in what 
appears to be his 
ascendancy to the 
top post in the 
Vietnamese 
Communist 
Party. | 
Vietnamese media have an 
started referring to Linh as * 
standing member of the. party’ $ 
central committee secretariat." As 
none of the other nine members of the 
powerful body that runs the. Feuntry;- 


INDONESIA 
A former cabinet-minister was jailed for 


20 years after being found guilty of planning. | 


to kill President Suharto and start an Islamic 
revolution i in the Ronn (4 Sept. ). es 


-JAPAN 


—— 


(— 


Takako.Doi- became the first woman to 
head a major political party when she was 
elected leader of the Japan Socialist Party. (6 | 


. Sept. ). Nakasone sacked Education Minister | 


Masayuki Fujió, whose remarks about 


Japan's colonisation of Korea had sparked a 


diplomatic row (8: Sept.). The government 
announced that it would conditionally par- 


ticipate in research for the US Strategic De- - 


fence Initiative, know as Star Wars. À com- 


mittee of the ruling Liberal Democratic . 
Party approved the extension by up to 


one year of the rule of Prime Minister 
Yasuhiro Nakasone, nu officials said (9 
Sept. ) 


MALAYSIA 
Chinese groups demanded government 
action against a prominent Malay member of 





Malay majority would prefer a merger 
Indonesia over allowing. 
nate the idi: e ido 








|. police ina violent campus protes 
the scrapping of the Asian Games in 
eye-witnesses said. The government 





| equals. 


1 | p 
chairman Lee Byung! 


within his family over tak 
over his business empire, one of... 
South Korea's largest. A 
_ sons there is still no clear succ 
-| and it now.seems likely that 
_|-appoint someone from outside 


deer. Co. Ltd, which isa 
general trading company. Widel 


-Hwak. A former prime minister w 
‘strong government connections Shi 
‘is 11 years younger than Lee, and 
|. would be assuming a “caretaker” r 
: pending the emergence of a suitable 


TRAVEL HINTS 


to visit Tokyo in late October or ear 
November and possibly Brunei = 
before that. Some of Aquino's close 
advisers, however, are cautioning he 


frequently at a time when the politica 
enyrióhnment remains unsettled. 1 


| stration in Lahore to demand the 


Muslim rebel leader Nur ? 


SOUTH KOREA 


have worked for North Korea (4 Sep ) 
parliament for suggesting that the country's |. 
with -| TAIWAN 
Chinese. to domi- T 














_ With 76-year-old Samsun; 












to be in frail health; te 





































































rmanship of the group's fla 


tipped for the post is Shin Hyun - 


younger man. 


Despite a heavy travel programme 
that took Philippines President  . 
Corazon Aquino to Indonesia and - 
Singapore in August and which will 
take her to Washington this month, 
preparations are being made for hei 


against being out of the country too 


PAKISTAN | 
“Several hundred people ae a de 


Benazir Bhutto and other oppositio 
and to call for parliamentary elections b 
| the end of the year, it was reported (3 

| Four gunmen holding a hijacked P 
| liner opened fire on the passengers 
| 19 (5 Sepr.). Authorities freed B 
other politicians detained in Sindh (8 ! 


IILIPPINES : 
President Corazon Aquino à 
fisuari m 
and agreed to negotiate a solution tc th 
year revolt (5 Sept.). — i | 








Hundreds of. students. bs Sn 


nounced that it had smashed a 
member spy ring, including a college prot 
sor and a newspaper reporter, alleged 





South African Foreign Ministe 
Botha arrived on an official visit d Sept. } 














Nakasone sacks education minister for offending South Korea `i- 


History lesson 


By Carl Goldstein in Tokyo 


E istory as a political issue reared its 
head again in Japan, resulting in the 
dismissal of a cabinet minister — the 
first since 1953 — and a crisis in Tokyo's 
relations with its neighbours. 

Education Minister Masayuki Fujio 
was sacked by Prime Minister Yasuhiro 
Nakasone on 8 September when South 
Korean outrage over remarks the out- 
spoken Fujio made about Japan's colo- 
nial rule in Korea ignited a political 
firestorm which, for a time, threatened 
to derail Nakasone's scheduled 20 Sep- 
tember visit to Seoul. 

The circumstances surrounding 
Fujio’s exit from the government also 
reopened a debate within the ruling Lib- 
eral Democratic Party (LDP) and wider 
political circles over how far Tokyo 
should go towards heeding its neigh- 
bours’ sensitivities about the past, while 
still developing a foreign policy that 
faithfully reflects Japan’s importance on 
the international scene. The affair also 
reflects badly on both Nakasone, who 
had appointed Fujio to his post less than 
two months earlier, and Shintaro Abe, 
leader of the LDP faction of which Fujio 
is a senior member and who, until re- 
cently, was foreign minister. 

Announcing the decision to dismiss 


. Fujio, chief cabinet secretary Masaharu 


Gotada said the education minister had 
“caused disorder in our country’s basic 
foreign policy and that is extremely re- 
grettable.” The South Korean Govern- 
ment accepted Gotada’s statement as 
the apology it had been seeking for 
Fujio’s statements. The apology, along 
with Fujio’s dismissal, prompted Seoul 
on 9 September to reverse a decision of 
only 24 hours earlier to postpone a 
meeting of the two countries’ foreign 
ministers set for 10 September in 
Tokyo, saying the conference would go 
ahead as originally scheduled. 

A South Korean Government state- 
ment had described the situation caused 
by Fujio’s remarks as “the most serious 
incident since normalisation” of rela- 
tions between the two countries in 1965. 

Fujio, 69, told the magazine Bungei 
Shunju in an interview which was to ap- 
pear on 10 September that Korea was 
also responsible for Japan’s annexation 
of Korea in 1910 because a “merger had 
been agreed upon between the two 
sides.” He also drew a strong protest 
from China by playing down atrocities 
committed by Japanese troops in Nan- 
jing in 1937. The magazine quoted him 
as saying: “It is not a crime under inter- 
national law to kill during a war.” 
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The issues raised by Fujio were ex- 
pected to be high on the agenda at the 
rescheduled foreign ministers' confer- 
ence, which is billed as the first of a reg- 
ular series of such meetings. Other 
topics to be discussed were measures 
Tokyo might take to reduce Japan's 
trade surplus with South Korea and 
Seoul's concerns about the treatment of 
Korean residents in Japan. 

LDP leaders agreed to appoint 
Masajuro Shiokawa as Fujio's succes- 
sor. Shiokawa is a former transport 
minister and also a senior member of 
the LDP faction led by Abe, who cur- 
rently holds the post of LDP executive 
council chairman. Cabinet seats in 
Japan are carefully apportioned accord- 
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Fujio keeping the past alive. FOREIGN PRESS CE 


ing to the factional balance: of power. 
Fujio had been disgruntled from the 
start of his term, analysts say, because 
he had hoped to become either finance 
or trade and industry minister. 

This was the second time Fujio has 
managed to create an uproar in Japan's 
foreign relations. Only days after he 
took office in a 22 July cabinet shakeup, 
he spoke against back-tracking on re- 
visions of high school textbooks, which 
have been attacked by critics in Japan as 
well as both Koreas, China and Taiwan 
as justifying Japan's wartime actions in 
those countries. 

Although Nakasone appears to have 
succeeded in limiting the damage 
caused by Fujio's latest statements with 
a quick boot and expressions of regret to 
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the South Koreans, the task of papering 
over the problems is complicated by 
domestic considerations on both sides. 
In South Korea, anger over Japan's 
colonial domination remains strong. 

The opposition New Korea Demo- 
cratic Party denounced the government 
of President Chun Doo Hwan on 9 Sep- 
tember for letting the Japanese off too 
lightly and called for a formal apology 
from Nakasone. The appeal of such a 
nationalistic stance was not to be under- 
estimated in South Korea. Some obser- 
vers in Tokyo feared that anti-Japanese 
demonstrations could mar the Na 
sone visit, which had already been tr 
bled by South Korean resentment over 
Tokyo's cancellation of a visit to Seoul 
by Crown Prince Akihito. 


kG Fi the Fujio issue will now 
be forgotten, but the emotions 
aroused cannot be erased so easily," a 
South Korean Embassy official in 
Tokyo said. | 

The problem is all the more serious 
because Fujio is widely viewed as sim- 
ply saying openly what many. people 
here, including other influential LDP 
leaders, privately feel. Many commen- 
tators have been arguing that the gov- 
ernment has been overly submissive to 
the fears and insecurities of its neigh- 
bours. 

Nakasone has come under heavy 
criticism from the LDP's rightwing for 
agreeing to new textbook revisions that 
would accommodate the views of South 
Korea and China and for refraining j 
August from repeating his visit of a T. 
ago to the Yasukuni Shrine to honour 
Japan's war dead. Foreign and domestic 
critics had charged that official visits to 
the shrine — where “Class A" war cri- 
minals executed by the Allied Powers 
are honoured along with thousands o! 
ordinary soldiers — raised the spectre o! 
a rebirth of a 1930s-style ultra: 
nationalism (REVIEW, 21 Aug.). 

In the wake of Fujio's sacking, : 
group of 28 Young Turk LDP par 
liamentarians said in a 9 Septembei 
statement: “The dismissal of a cabine 
minister as a result of overseas criticism 
amounts to an abandonment of sover 
eignty and allows our right to freedon 
of speech to be silenced.” The group’ 
leader, Shizuka Kamei, also an Abe fac 
tion member, told reporters he hoped t« 
get an explanation for Fujio’s dismissa 
from Nakasone and assurances that i 
similar situation could not occur again. 

These positions echoed statement 
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aby Fujio in dus magazine inter- 
view. “Tt is an illusion to think that com- 
plying with foreign pressure is diplo- 
macy,” he said, referring particularly to 
Nakasone’s decision not to attend cere- 
monies at the shrine. Fujio does not be- 
long to the new Young Turk group — in 
any case he is too old. But he was a lead- 
ing member of an earlier rightist group 
in the early 1970s, the Seirankai, which 
some have described as a precursor of 
the current grouping. 
The views being expressed were by 
no means voices in the wilderness of Ja- 


, panese politics. One indication of this 


could be seen in that the so-called 
"group to cope with fundamental issues 
of the state” had increased its numbers 
from the original 18 less than two 
months ago to 28 now. Although the 
largest number belonged to Abe’s fac- 
tion, other factions were also represent- 


ed — particularly the one now led by Fi- 







nance Minister Kiichi Miyazawa. 

Although Nakasone's own political 

-background lies in the LDP's more con- 

'rvative wing, some analysts think he is 
„OW. concerned about the harmful im- 
pact on Japan's international image of 
the chauvinistic nationalism that might 
develop out of the assertive policies de- 
manded by his critics of the Right. 

Many outside the party agree with 
this. viewpoint, but take it further by 
charging that the historical revisionism 
of the kind voiced by Fujio was con- 
sciously aimed at erasing the past. “We 
should be proud of our accomplish- 
ments as Japanese, but if we try to build 
nationalistic fervour by blocking out the 


The lady 
vanquishes 


JSP chooses woman leader 


_in rejuvenation bid 


akako Doi became the first woman 

to head a major political party in 
Japan when the Japan Socialist Party 
(JSP) chose her as its chairwoman in 
elections held on 4-5 September. She 
now faces the uphill task of restoring 
credibility to the JSP, Japan’s largest 
Opposition party, which saw its rep- 
resentation in the lower house of the 
Diet drop disastrously from 109 to 86 
in the Liberal Democratic Party’s (LDP) 
6 July landslide victory. 

Doi, 57, is a former academic con- 
stitutional specialist who has spoken out 
strongly on women's issues during her 
seven terms in parliament. JSP party el- 
ders hoped her selection would give the 
party a fresh image that might help shed 
its identification with the electorate as a 
faction-ridden and _ hide-bound East 
European-style party. 

Outgoing chairman Masashi Ishi- 
bashi, who was instrumental in ar- 
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Doi; Ishibashi: shedding the old image. 


— EJ J 
past, it could 54 very dangerous fot us,” 
Tadashi Yamamoto, president of the 
Japan Centre for ‘International Ex- 
change, said. 

The Fujio affair was also expected to 
have serious consequences for the 
LDP's internal politics. Some observers 
have said Fujio was seeking to embar- 
rass Nakasone and promote the in- 
terests of Abe, who is one of three main 
rivals for the prime ministership. 
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f that was his aim, however, he failed 

miserably. The big loser in the affair 
appeared to be Abe himself, who was 
proven unable to control his own fac- 
tion. On 7 September, he and Takeo 
Fukuda, a former prime minister who 
used to head the faction, met with Fujio 
to demand his resignation. The unre- 
pentant education minister refused, 
forcing the dismissal. 

Adding insult to injury, the news of 
Fujio's controversial statements, which 
were actually made in a 21 August inter- 
view, broke just as Abe was presiding 
over a weekend retreat for his faction. 
The high point of the retreat was to have 
been the public unveiling of what Abe 


ranging Doi's election by the party's 
85,000. members, resigned to take re- 
sponsibility for the JSP's defeat in the 
July poll. He was widely criticised for 
following an. electoral strategy that 
targeted Nakasone, rather than specific 
issues on which the LDP might have 
been vulnerable. 

Even before the July election rout 
and Doi's elevation — she had been one 
of four vice-chairmen — the 40-year-oid 
JSP had been struggling to find a new 
identity. In late January the party pass- 
ed a new platform which pointed in the 
direction of West  European-style 
democratic socialism (REVIEW, 20 
Feb.). The *new Socialist Party," as it 
styled itself, moderated its opposition to 
nuclear power and the Self-Defence 
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expanded aid to Asean nations. As it 
happened, the speech received little 
notice, but there was widespread press 
speculation about the negative impact 


of Fujio’s sacking on Abe’s own pros- | 


pects. “The whole affair reflected "E 
badly on Abe's leadership abilities," 
Western diplomat said. 

It also reflects badly on his almost 
four years as foreign minister, which 
only ended in July. Abe was very much 
identified with Nakasone's policy of 
strengthening — Japan's 
with South Korea, China and other 


. countries in the region, which necessi- 


tated a recognition of their demands 
that Japan express regret for its actions 
during the 1930s and 1940s. 

The fiasco is all the more ironic given 
that Abe's faction has long been closely 
identified with South Korea. Nobusuke 
Kishi, a former prime minister and Abe's 
father-in-law, is head of the Committee 
for the Promotion of Japanese-Korean 
Cooperation. Fukuda, who is the cur- 
rent president of the Japan-South Korea 


relationships | - 









Parliamentarians League, is scheduled | - 


to visit Seoul on 5 October. 
CHARLES SMITH 


Forces and raised the possibility of join- E: 


ing a coalition with the ruling LDP. 

That prospect seemed more distant 
than ever, however, in light of the 
party's sorry showing in July. Not only 
did the Marxist-oriented JSP appear 
marooned in permanent opposition, 
with no hope of providing a realistic al- 
ternative to the LDP, but its position as 
the leading opposition party would also 
be threatened in the event of further 
electoral defeat. . 

This grim vista moved both the party's 
leftwing and its supporters in the Gen- 


eral Council of Japanese Trade Unions | 


to throw their support behind Doi, who 
is not identified with a faction, in an ef- 


fort to rebuild the JSP into a credible | 
— Carl Goldstein | 


political force. 
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‘tan. In reply to questions, he said that- 
relations with Pakistan could not im- 

prove because it was training and help- 

ing Sikh terrorists For Wave, according 
to him, India had hardyevidence. On 
his part, Zia has been accusing India 
of helping Pakistan’s opposition leader 

Benazir Bhutto. Gandhi. remarked: 

“When I asked him whether he could 

produce any proof, President Zia said 
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‘No’.” 
Having relinquished the chairman- 
ship of the non-aligned movement, 
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The political casualty 


A hijacked aircraft strains Indo-Pakistani ties 


By Salamat Ali in New Delhi 


he hijacking of a Pan American 

jumbo jetliner by four Arab ter- 
rorists during its stopover at Karachi on 
5 September has cast its shadow over 
Indo-Pakistani relations. Accusing 
Pakistan of badly bungling the rescue 
attempt, Indian Prime Minister Rajiv 


- |. Gandhi said the incident could affect his 
| country's 


relations with Pakistan. 
Drawing attention to Pakistan's well- 
known “efficiency in handling certain 
matters” — a reference to past high per- 
formance of Pakistani commandos in 
handling cases of hijacking — Gandhi 


— | argued that the failure at Karachi raises 
. | certain serious questions. 


Nineteen people were killed and at 
least 100 injured in the shootout on that 
ill-fated Boeing 747; the largest single 
group among the 398 passengers was 
that of Indian nationals. A special In- 
dian Airlines aircraft sent to Karachi 
with Civil Aviation Minister Jagdish Ty- 
tler and Steel Minister K. C. Pant 
brought back six bodies and 83 other In- 
dian passengers, of whom 17 had to be 
carried on stretchers. Additionally, an 
unspecified number had to be left be- 
hind in a Karachi hospital as they were 
not fit enough to travel. 

Pakistan President Zia-ul Haq, who 
| was attending the non-aligned summit 
| in Harare, personally broke the news of 
the hijacking to Gandhi. The Indian 
newsagency, Press Trust of India, 
| quoted Zia as saying that he thought the 
.| hijackers were Libyans. Libyan Presi- 


| dent Moammar Gaddafi — who had 


made a last-minute appearance at Ha- 
rare — along with Cuban leader Fidel 
Castro, declared to Gandhi that Libya 
had nothing to do with the incident. 
The fact that so many Indians were 
the victims of the hijacking appeared to 
have influenced Gandhi’s reaction. 
With the grisly details of the indiscrimi- 


.| nate shooting of the hapless passengers 


E 46 


pouring in, Gandhi lost his composure, 
hastily summoned a press conference 
and blamed Pakistan not only for ineffi- 
ciency in handling the hijacking, but 
also for implicitly encouraging hijacking 
in general. n 

He drew attention to the 1985 hijack- 
ing of an Indian Airlines flight by Sikh 
terrorists to Dubai via Pakistan and said 
that New Delhi had provided evidence 
to the International Civil Aviation Or- 
ganisation that the weapons used by the 
Sikh hijackers had been obtained in 
Pakistan. India has maintained. that 
a pistol recovered from the hijackers at 
Dubai had been bought by Pakistani 
security forces from West Germany 
and had been passed on to the Sikh 
terrorists during the forced stopover 
in Pakistan of the Indian Airlines air- 
craft. 


G andhi bas not agreed with the ful- 
some praise by US President Rea- 
gan and British Prime Minister Margaret 

hatcher of Pakistan’s handling of the 
Pan Am hijacking. The airliner was 
seized by terrorists on 5 September at 6 
a.m. at Karachi airport. During the day 
negotiations ensued between the hijack- 
ers and officials. By about 9 p.m. the 
aircraft's lighting system began to fail 
and the lights on the tarmac were sud- 
denly switched off, leading to indis- 
criminate shooting by the terrorists, ap- 
parently because they became suspi- 
cious and panicked. Gandhi has argued 
that the switching off of the lights was a 
deliberate decision by Pakistani officials 
on the spot. 

He also drew attention to the slow 
pace of the trials in Pakistan of Sikh ex- 
tremists involved in two separate 
hijackings of Indian Airlines aircraft. 
At an airport press conference in New 
Delhi on his return from Harare, Gan- 
dhi firmly stuck to his criticism of Pakis- 


India now seems less constrained in 
speaking out on its relations with neigh- 
bours who also happen to be non- 
aligned nations. Since the Harare meet- 
ing Gandhi has been more blunt than 
before in his remarks on Pakistan and 
Sri Lanka. He has accused Colombo of 
lack of sincerity in its negotiations, 
through Indian mediation, with Tamil 
separatists and charged Sri Lankan 
armed forces of continuing its massacre 
of innocent Sri Lankan Tamils. He has 
also held out the threat that New De! 
would pull out of its mediatory role 
Colombo does not want that role. 


> Husain Haqqani writes from Is- 
lamabad: The Pakistan Government re- 
jected Indian criticism that Pakistani 
commandos were slow in storming the 
airliner, thereby giving the hijackers an 
opportunity to indulge in indiscriminate 
shooting. On returning from Harare, 
Zia refused to comment on Gandhi's 


charge about Pakistan's treatment of 


Sikh extremists involved in earlier 
hijackings, saying: ^It was premature 
and based on wrong assumptions." He 
added: *When the facts are known, Mr 
Gandhi will change his opinion.” 

Islamabad has decided to put the 
Arab hijackers on trial instead of ex- 
traditing them to the US. “The hijack- 
ers have committed a crime on Pakis- 
tani territory and will be tried here,” Zia 
declared, adding: *We have very effec- 
tive anti-hijacking laws which provid 
for [the] death penalty in such case: 
Although two separate groups claimeu 
responsibility for the hijacking, officials 
believe the hijackers to be members of 
the Syrian-based Abu Nidal Palestinian 
organisation. 

In the wake of the hijacking, a con- 
troversy has arisen over the time it took 
the commandos to storm the aircraft 
after its lights went out. According to the 
chief of the Civil Aviation Authority, the 
commandos arrived on the tarmac 15 
minutes after the aircraft's lights failed. 
But the leader of the commando unit 
put the time lag at no more than two min- 
utes. Jahandad Khan, the governor of 
Sindh province, who supervised the op- 
eration, seemed closer to the com- 
mando leader's version of the event, 
pointing out that if 15 minutes had 
elapsed, there would have been more 
casualties. Officials eventually ascribed 
the controversy to confusion and misun- 
derstanding. Oo 
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| Technologically speaking, we 
are very much his successors, 
while economically and in terms 
: of corporate policy, we are an 
independent group of com- 
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the industrial centres of the 
Federal Republic of Germany. 
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a Workforce of around 22000 
employees and a worldwide 
network of distribution and ser- 
vice subsidiaries, we offer 
an exceedingly wide range of 
products and services. 
We are actively engaged in 
many countries around the 
world, offering our skills and 
cooperation in the solution of 
technical and industrial prob- 
lems, and in the introduction of 


ogress and succ 
/ironmental engir 
ion and mechanical 


future-orientated technologies 


for the securement of long-term 


economic success. 

With decades of experience 

to fall back on and our own 
extensive research and devel- 
opment effort, we in our role as 
engineering company and con- 
tractor, plant constructor and 
mechanical engineering com- 
pany, have mastered a wide 
spectrum of processes and 
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PAKISTAN 


A blow to Benazir 


Birth of a new political party could split the opposition 


By Husain Haqqani in Islamabad 


TS decision by Pakistani authorities 

to release Benazir Bhutto and other 
opposition leaders three weeks after 
their arrest indicates the government's 
confidence in its ability to resist pres- 
sures for fresh elections. Bhutto was re- 
leased on 8 September immediately 
after Prime Minister Mohammad Khan 
Junejo concluded a week-long tour of 
Sindh. 

According to the official statement, 
the arrest of opposition leaders had 
thwarted “plans of large-scale violence" 
and now that the situation was under 
control, there was no need to continue 

~ ‘r detention. “The government will 
_ hesitate to act in the public interest 
again if and when necessary," the state- 
ment warned. Bhutto, however, ap- 
peared defiant and cheerful im- 
mediately after her release. Addressing 
a press conference, she vowed to con- 
tinue her campaign to oust the govern- 
ment and refused to admit that the re- 
cent anti-government agitations had 
failed. 

However, the divided and disor- 
ganised opposition has been further 
weakened by the formation of a new po- 
litical party comprising mainly dissi- 
dents from Bhutto's Pakistan People's 
Party (PPP). The new party, called the 
National People's Party (NPP) and led 
by former Sindh chief minister Ghulam 
Mustafa Jatoi, has already initiated con- 
tacts with other groups which could re- 
sult in a new alliance replacing the 11- 
party Movement for Restoration of 
Democracy (MRD). 

“he existence of a moderate opposi- 

which excludes Bhutto would pro- 
.vide President Zia-ul Haq with a 
Otiating option in case the Junejo 

- government comes under greater pres- 
sure for early elections. Jatoi is demand- 
ing the creation of a government of na- 
tional unity to supervise the polls and 


the idea could be adopted by Zia if | 


Junejo’s authority is weakened. 

For the moment, however, the 
Junejo government appears to face no 
threat to its survival. The violence 
which erupted in Sindh immediately 
after Bhutto’s arrest on 14 August has 
subsided and elsewhere in the country 
the MRD agitation is nothing more than 
a minor irritant. ` 

As the government has removed the 
ban on public meetings in Punjab, there 
is no restriction on MRD meetings in 
the province though MRD demon- 
strators continue to be arrested under 
defamation laws on charges of shouting 
obscene slogans against government 
leaders. In Rawalpindi, two MRD 


Y. 






workers court arrest daily as part of civil 
disobedience, but these have become 
mere symbolic gestures. 

Despite its apparent success in the 
first round of confrontation with the op- 
position, the Junejo government con- 
tinues to suffer from certain inherent 
weaknesses. The ruling Pakistan Mus- 
lim League (PML) has not yet been or- 
ganised independent of the govern- 
ment's administrative machinery, and 
the government suffers from an image 
problem due to the incompetence of 
many ministers. 

Although Junejo's own reputation 
for honesty is an advantage, the govern- 
ment cannot press this advantage home 
because of widespread rumours of cor- 
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ruption and nepotism at lower, espe- 
cially provincial, levels of government. 
Several backbenchers in the PML 
parliamentary party admit that the gov- 
ernment’s apparent success in contain- 
ing the opposition is the result of the op- 
position’s disarray and the public’s un- 
willingness to take to the streets to force 
a change in government. The govern- 
ment’s own efforts on the political front 
have little to do with it, they say. 
E this context, the formation of the 
NPP is a significant development. The 
new party includes several members of 
the cabinet of Bhutto’s late father and 
most of the delegates at its founding 
convention were locally important PPP 
leaders ignored by Bhutto since her re- 
turn from exile. The PPP dissidents, led 
by Jatoi and former Punjab governor 
Ghulam Mustafa Khar, have been 


| joined in the NPP by some other moder- |. 
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ate opposition leaders who had been left | - 
out of the political process as lines were | — 
drawn between pro-Bhutto and pro-Zia — 
forces. 

"We have formed a democratic party 
based on collective leadership," Jatoi 
told the REVIEW, "there are many peo- 
ple out there who are tired of authorita- 
rian leaders with populist slogans and 
our party will be welcomed by them. | — 
Our demands are no different from the | 
rest of the opposition but our path will | 
be one of moderation and decency.” , | 

The NPP joined the rest of the oppo- | 
sition in demanding early elections ona |. 
party basis but it did not hasten to reject | 
any.compromise with opposition MPs. | 

The NPP's formation was welcomed | | 
by other opposition parties, including |. 
some within the MRD, who resent | — 
Bhutto's domination of the opposition, | 
and negotiations started immediately | 
for a new opposition alliance excluding |. 
the PPP. 

Jatois formal separation from | 
Bhutto was also a cause for concern for | - 
Junejo and the PML. The NPP's forma- 
tion sparked speculation that Zia might 
look towards Jatoi as an alternative to — 
Junejo in case the latter failed in main- | 
taining a strong administration. Jatoi | 
was twice offered the prime minister- | - 
ship by Zia during martial law and the | 
Sindhi leader has often been viewed as | | 
the only close associate of late prime | | 
minister Zulfikar Ali Bhutto acceptable | | 
to the military. »* 

Although Zia has had no public dif- | - 
ferences with the prime minister lately, | 
the president obviously considers Junejo | | 
responsible for the re-introduction of | - 
political parties, a move he personally | | 
opposed. By asserting his indepen- | | 
dence, Junejo could have convinced Zia | | 
of the need to establish political alterna- | _ 
tives though it is doubtful if a change is 
possible at this stage without jeopardis- | - 
ing the entire post-martial law political | | 
order. I 
Jatoi and his colleagues denied any | - 
deal with the military and accused | - 
Bhutto's supporters of deliberate prop- |. 
aganda. “If I had wanted to be prime | — 
minister, I could have accepted the mili- | — 
tary's offers under martial law," Jatoi |. 
said adding, “I am not like some other | 
people who are prepared to sell out | | 
their late father's legacy to gain power" | _ 
— an obvious reference to Bhutto. y 

As if to further dispel hints of a deal, 
Jatoi’s associate Khar was arrested im- 
mediately on return from exile to serve | - 
a 14-year sentence handed down by a | | 
military court four years ago. Khar. 
is looked upon with suspicion by the f 
military for his close ties with Bhutto’s | - 
brothers in running the Al-Zulfikarter- | 
rorist organisation during 1981-83. Al- 


Zulfikar was involved in several inci- | 
dents of violence in that period includ- | 
ing the hijacking to Kabul and Damas- t 
cus of a Pakistan International Airlines |  - 
aircraft. | Oo P» 


PHILIPPINES 


A step towards peace 


Aquino meets Muslim rebel leader for talks 


By James Clad in Jolo City 


sometimes outspoken, two-hour 

meeting between President Cora- 
zon Aquino and Moro National Libera- 
tion Front (MNLF) chairman Nur Mis- 
uari has moved one of Southeast Asia's 
bloodiest sectarian conflicts one step 
closer to solution. But the Roman 
Catholic president and the country’s 
most influential Muslim rebel have dif- 


fering ideas about where to go in the | 


next few steps. At their meeting on 5 
September in this former sultanate, it 
was clear neither party was prepared to 
make major concessions at this stage. 

Meeting under stringent security in 
a Roman Catholic convent, the two ag- 
reed that informal, localised ceasefire 
accords between the Armed Forces of 
the Philippines (AFP) and the MNLF 
should continue and be formalised. 
Sporadic fighting, notably in Basilan 
province this year, occasionally disturbs 
the lull in fighting that began after 
1976, when the now-disputed ceasefire 
and autonomy agreements were signed 
between the MNLF and the Marcos 
government. MNLF and other Muslim 
guerilla units remain intact 10 years 
after what should have been the end of a 
war which had held down two-thirds of 
the AFP and took as many as 100,000 
lives. 

The negotiating timetable now calls 
for consolidating the current “cessation 
of hostilities” — Misuari’s preferred 
phrasing rather than “ceasefire” — be- 
fore substantive talks that will begin as 
soon as both sides select negotiating 
panels. A joint statement named AFP 
southern Philippine commander Maj.- 
Gen. Jose Magno and MNLF military 
intelligence chief Abdul Sahrin as the 
first panelists, concentrating on military 
matters. 

It also named as "civilian coor- 
dinators" the president's brother-in-law 
Agapito “Butz” Aquino — the go-be- 
tween in earlier meetings with Misuari 
— and Sharif Jain Jale, a moderate 
Zamboanga Muslim. Significantly, the 
statement also said substantive talks will 
be "carried out . . . under the auspices of 
the Organisation of the Islamic Confer- 
ence [OIC]” — a continuation of Mar- 
cos-era involvement in the dispute by 
the 46-nation Muslim group. 

Defence Minister Juan Ponce En- 
rile, AFP chief of staff Gen. Fidel 
Ramos and Butz Aquino, who all ac- 
companied Aquino to Jolo, at various 
times joined her and Misuari in their 
talks. The MNLF's key OIC coor- 
dinator, Mahmad Amin, and other ad- 
visers assisted Misuari. 

The MNLF exerts de facto control 








over most of the island's approximately 
1,000 km?, and Misuari came to the 
meeting from a nearby “Second Bangsa 
Moro [Moro People] Congress" meet- 
ing being held from 2-6 September. The 
first congress met nine years ago in 
Zamboanga del Sur. Most press esti- 
mates put congress attendance at 
10,000, ‘though Misuari | claimed 
thousands more. At least 2,000 uni- 
formed MNLF guerillas carrying au- 
tomatic rifles or grenade-launchers 
guarded the gathering. 

Although coming mostly from Sulu 


| and Tawi Tawi provinces — Misuari's 


home area — guerillas also journeyed 
from other Muslim areas. Misuari 
claimed many more would have come if 


es ao te 


nd 


Armed MNLF guerillas who att 


the AFP had kept its undertaking to as- 
sist, or at least not obstruct, MNLF sup- 
porters travelling. 

The MNLF used the congress to dis- 
play firepower and support. Various tri- 
bal leaders, non-Muslim Mindanao 
separatists and “renegade” MNLF sup- 
porters joined Misuari on the platform. 
The current claimant to the Sulu sulta- 
nate, Sultan of Sulu, Jamal-ul Kiram 
III, and Manila-based Libyan diplomat 
Salem Adem also gave speeches, but 
the 11 ambassadors from other OIC 
countries represented in Manila ignored 
MNLF invitations. 

Apart from the oratory, Misuari 
took the opportunity to gauge opinions 
on two key issues: his own mass support 
(still high) and sentiment for or against 
the MNLF's formal goal of full indepen- 
dence for all of Mindanao, Palawan and 


the Sulu archipelago. On the basis of ad- 
mittedly disputed census data} more 
than 80% of this area's inhabitants/are 
Christians. Many delegates ‘privately 
admit they would settle for “genuine” 
autonomy within the Philippines rather 
than secession. 

Aquino agreed to continued: safe- 
conduct for Misuari, who should “re- 
sume the process of consultation with 
[Muslim] leaders in other provinces” — 
enabling Misuari to test his popularity 
after 13 years of exile, broken only by 
clandestine visits back home. Despite 
his claim that “there is no part of the 
Bangsa Moro homeland not represent- 
ed here [at the congress]." the Muslim 
community of 3-5 million is still divided 
by various factions. Misuari must sort 
out this quarrelsome constituency be- 
fore he can guarantee the ceasefire the 
government wants. 

Ramos told the MNLF leader to take 
as much time as needed for consulta- 
tions. But some AFP officers plair 
have misgivings about what one genei... 
privately feared could become a 





he Moro People Congress. 


“drawn-out Muslim roadshow mobilis- 
ing insurgents all over the south.” Dur- 
ing the coming few weeks Misuari will 
journey outside the Sulu area to regions 
where ethnic rivalries or old-style politi- 
cal warlordism present real security 
risks to him. 


ven if his prestige brings the factions 

together, Misuari may still hesitate 
before abandoning his long-cherished 
aim of a separate Moro nation. Arguing 
against compromise, some of his com- 
manders sense opportunity in a divided 
Philippine establishment still recover- 
ing from the February upheaval that 
toppled Marcos. 

The communist insurgents are 
watching the MNLF talks intently; 
some Left-leaning organisations sought 
Observer status at the MNLF's congress. 
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Although he rebuffed these overtures, 
Misuari told the REVIEW he has. no 
doubt. that tacit collaboration with the 
communist New People's Army (NPA) 
could defeat the AFP if war resumed. 

The MNLF and the NPA sporadi- 
cally clash on Mindanao and there is no 
realistic likelihood of cooperation. 
Nevertheless, the MNLF hierarchy 
seems content to let the government 
ponder an unpleasant vision of an NPA 
concentrating on the Visayan and 
Luzon regions leaving Mindanao to the 
MNLF. 

Much will now depend on the gov- 
ernment’s handling of Misuari’s pride. 
The dream of independence has a 
strong hold and Muslim sources say 
pressuring him too hard or too quickly 
to accept an “inevitable” autonomy 
package could wreck the process. And 
even if he discards independence there 
will still remain thorny problems about 
the form of autonomy and where it 

yuld apply. At present the govern- 

ent seems willing to give autonomy 
only . to provinces with Muslim 
majorities, of which they are only four 
or five out of 74. 

Working in favour of a settlement, 
however, are several factors conspicu- 
ously absent from Aquino’s parallel 
peace process with the NPA. First, the 
exiled Misuari remains dependent on 
the OIC — which now more than ever 
urges MNLF agreement to autonomy, 
as was pointed out by Salem Adem at 
the Jolo congress. 

Secondly, Enrile has helped the 
Aquino/Misuari initiative while setting 
his face against a deal with the com- 
munists who are also talking to govern- 
ment emissaries about a nation-wide 
ceasefire. The day after Aquino met 
Misuari, the appointed negotiators for 
the communists told the government 
side they would reply in two weeks to 
Aquino’s ceasefire proposal. The mili- 

y generally prefers to have one less 

urgency on its hands, and would pre- 
fer to neutralise the MNLF first. The 

Muslim revolt is local; the communist 
insurrection is not. 

Before he can accept an invitation 
from Enrile to Manila, Misuari must 
woo back various breakaway Muslim 
factions, notably the Moro Islamic Lib- 
eration Front and the traditionalist 
Bangsa Moro Liberation Organisation. 
And a credible negotiating panel will 
have to include some members from 
outside the tight MNLF inner core. 

Pitfalls also lie on the government's 
side. Retaining Butz Aquino (whom 
Misuari called “indispensable”) will 
cause jealousy, especially among those 
close to Vice-President and Foreign 
Minister Salvador Laurel’s Unido 
party. Except for facilitating early con- 
tacts with Misuari, both the Foreign 
Ministry establishment and local 
Unido-backed governors in the Muslim 
south generally have been kept on the 
sidelines. oO 
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INTERVIEW/NUR MISUARI 


Moro homecoming 


|" his first overt homecoming in 13 
years, Moro National Liberation 
Front (MNLF) chairman Nur Misuari 
returned to the Philippines by sea in the 


last week of August — in time to attend | 


a 2-6 September congress of thousands 
of MNLF supporters on Jolo island. 
Misuari left the congress on 5 Sep- 
tember for a meeting with President 
Corazon Aquino in Jolo City. On 6 Sep- 
tember, he spoke to the REVIEW’s Man- 
ila bureau chief James Clad. Excerpts 
follow. 


What is your next step, after talking 
to President Aquino? Will you visit 
other Muslim areas? 

Arrangements made with some 
members of the armed forces [to get 
people to the congress] fell through. . . 
they were [left] waiting, several 
thousands in different places. [They] 





Misuari: smooth agreement. 


sent a message to me not to rush head- 
long into this proposal to have a cease- 
fire without personally appearing be- 
fore them. So I told Mrs Aquino: “I am 
going to see my people in Basilan, in 
Zamboanga, in Lanao and in Cotabato. 
Even if your government's cooperation 
is not forthcoming, I am going to push 
through with my mission, come what 
may. Let the military wait for me." 


How much time do you have to com- 
plete your consultations with Muslims 
in these places? 

After I told Mrs Aquino I would take 
a few days [Armed Forces of the Philip- 
pines chief] Gen. [Fidel] Ramos said: 
“You have all the time you need.” The 
minister of defence [Juan Ponce Enrile] 
did not object. I have all the time in my 
hands to accomplish my mission. 





Is it not in your interest to reach a 


quick agreement with President Aquino 
while she is still popular and is able to 
issue executive decrees? After a new 
legislature is elected under a new con- 
stitution the process could get bogged 
down in Manila. 

We are not in any hurry. The con- 
stitutional convention is of no moment 
to us. What we want is a smooth agree- 
ment of mutual benefit. We are not ob- 
liged to meet the timetable of the gov- 
ernment. The mere fact that [Aquino] 
succeeded in meeting me is a gain on her 
part. If she is popular now she will be 
more popular tomorrow [because of the 
Jolo talks]. 


But if the political area within which 
she can manoeuvre is becoming nar- 
rower, does not this make it necessary 
for you to move quickly now? 

Everybody knows this 
[that she has limited room 
to manoeuvre] but there is 
no need to hurry up, only 
to forget some vital parts 
of the process. We want a 
permanent and durable 
solution. 


Judging by your ap- 
pointment of Sharif Jain 
Jale as civilian coordinator 
in the talks, it looks like 
that solution will be au- 
tonomy. Jale does not 
favour full independence. 
Has your congress man- 
dated you to seek au- 
tonomy or independence? 

Jale is not a negotiat- 
Or, just a coordinator. 
[Absences from the con- 
gress mean] only a part 
of the sovereignty of our 
people is being exercised 
here [in Jolo]. I have to 
go through further audiences. 


JAMES CLAD 


What effect does Middle Eastern in- 
fluence have on the Muslim movement 
in the Philippines? 

The people who have gone abroad 
and returned have created greater 
dynamism to a process of awakening 
among our people. I told Mrs Aquino 
that the process is continuing. I cannot 
stop it. It is going to continue whether 
we like it or not . . . Everywhere our 
brothers go [they learn] the lessons of 
those displaced from their land. Mil- 
lions of people used to live peaceful 
lives [when] suddenly came the Dias- 
pora, which was the beginning of it all, a 
conspiracy of the sons of Zionists 
operating in Europe. If my people do 
not fight now they will be like the Pales- 
tinians. oO 
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— By Nayan Chanda in Washington 


" |; a deft move played over US TV on 
a7 September, China’s elder statesman 
= Deng Xiaoping has responded to Soviet 
leader Mikhail Gorbachov, sent a signal 
= to Washington, given a morale booster 
. to Cambodian resistance leaders meet- 
| ing in Peking and put Hanoi on notice. 
- In an appearance on CBS' popular pub- 
. lic-affairs programme 60 Minutes, Deng 
. announced that he was ready to meet 
= Gorbachov anywhere in the Soviet 
= Union if Moscow removes the “main 
| obstacle" in their relationship by "urg- 
| ing Vietnam to end its aggression in 
|: Cambodia and withdraw its troops from 
| there." Deng coupled his readiness to 
= visit the Soviet Union with a reminder 
| to Washington that its Taiwan policy re- 
| mained an obstacle to Sino- American 
| relations. | 
| Since 28 July, when Gorbachov 
-. launched his peace initiative in a speech 
= delivered in Vladivostok, Chinese offi- 
. cials including Deng himself have made 
| it known that while they acknowledged 
| some positive elements in the Soviet 
| leader's speech, they wanted action on 
| Cambodia. What is new in Deng's latest 
— statement is his public offer to go to 


= Moscow ended its backing of Vietnam, 
and his effort to put the so-called "three 
| obstacles” in Sino-Soviet relations 
| (Cambodia, Afghanistan and Soviet 
| troops on the Chinese border) on à par 
| with *one obstacle in Sino- American re- 
| lations.” While Deng has held up the 
| carrot of a dramatic reconciliation with 
| Moscow if the right price is paid, by 
| equating different “obstacles,” he has 
| underlined to Washington the pivotal 
| position China holds in the triangular 
| relations. 

| | Informed sources told the REVIEW 
| that planning for the Deng interview 
| with CBS started shortly after Gor- 
| bachov's Vladivostok speech. The tim- 
| ing was decided by the Chinese side 
| clearly with the preparation for the next 
| US-Soviet summit in mind. Deng told 
the American interviewer that while 
| . there were “new and positive” elements 
| in Gorbchov's speech, “he has not taken 


H 
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| Vietnamese occupation of Cambodia. 
. “If Gorbachov takes a firm step towards 
| theremoval ofthe three major obstacles 
| in Sino-Soviet relations, particularly 
i . urging Vietnam to end its aggression in 
Cambodia and withdraws its troops 
from there, I myself will be ready to 
meet him," he said. To underline what 
an important concession it was, he said 


| 
| 
| 
| a big step" by evading the question of 


3.4. IN 1 a 


. Moscow to symbolically heal the rift if | 


that he had accomplished long ago his 
“historical task of making overseas 


Diplomacy on the air 


. Deng hints at historic reconciliation with Moscow 


visits.” But if Moscow removed the 
Cambodian obstacle “I will be ready to 
break the rule and go to any place in the 
Soviet Union to meet with Gorbachov,” 
Deng said. 

Answering a question about China’s 
relations with the US, Deng said that 
the Taiwan Relations Act (which com- 
mits the US to maintain Taiwan’s de- 
fence capability) had become “an im- 
mense obstacle." He said that President 
Reagan could bring further progress in 
relations with China by encouraging 
and persuading Taiwan towards reunifi- 
cation. 

Asked why Deng chose to make the 
offer to Moscow through American 
media, a senior administration official 
told the REVIEW: “Deng did it because 


7 
v. 


Gorbachov: symbolically healing the rift 





he understands triangular politics.” The 
message was not only for Moscow. “By 
making those statements on American 
TV he is telling us that if we are not 
helpful China could improve its rela- 
tions with Moscow.” However, the offi- 
cial noted that the residual relationship 
the US has with Taipei is a stabilising 
factor in the Sino-American relation- 
ship, implying that it gives Washington 
some leverage. 

Other officials, however, played 
down Deng’s complaints about Taiwan 
as routine. They tend to view Deng's 
tough demand on Cambodia as a virtual 
rejection of the Gorbachov peace offer 
and interpret the fact that the message 
was delivered through American media 
amounted to a Chinese assurance to 
Washington that there will be no com- 


promise unless basic problems have 


been resolved. 
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h no Vietnamese reaction 
was immediately available, analysts said 






that Deng's offer to meet Gorbachov 


was certain to increase Hanoi's concern 
about Sino-Soviet rapprocheme rRe- 
plying to a Soviet interviewer on the sig- 
nificance of Gorbachov's Vladivostok 
speech, Vietnamese Premier Pham Van 
Dong studiously avoided the question 
of Soviet gestures to China while prais- 
ing the Soviet peace initiative in Asia. 

An editorial on the speech in the 
Vietnamese party daily Nhan Dan:icame 
close to admonishing the Soviet leader 
for his advice that China and Vietnam 
engage in “comradely dialogue" and re- 
move their *unnecessary suspicion and 
distrust.” Nhan Dan said that responsi- 
bility for worsening relations between 
the two countries "rests completely with 
China." 


hile Gorbachov avoided mention 
of the Vietnamese presence in 
Cambodia — an omission criticised b 
China — Hanoi could not have appre 
ciated the somewhat neutral posture 
struck by the Soviet leader. who men- 
tioned US bombings of Cam- 
_bodia but talked only vaguely 
about Cambodia's “tragic past,” 
without any. mention of the 
Khmer Rouge or China. Gor- 
bachov, in fact, acknowledged 
China's interest in Cambodia by 
saying that solution of that prob- 
lem depended on normalisation 
of Sino- Vietnamese relations. 
Analysts speculate that these 
differences perhaps explain the 
coolness surrounding the Mos- 
cow visit of Vietnamese Com- 
munist Party General Secretary 
Truong Chinh in August. Chinh 
was given a low-level welcome 
not befitting Moscow's most im- 
portant ally in Asia. He was re- 
ceived by officials of the Foreign 
Ministry — two levels belo 
what the protocol required for 
visiting head of state and party 
chief. The communique issued df. 
the end of the Chinh-Gorbachov meeting 
also hinted at divergence by avoiding - 
the usual formula of “complete identity 
of views on issues discussed." 

Vietnam's concern about being sac- 
rificed at the altar of Soviet interests 
seems to have led it to step up its own 
quiet effort at improving relations with 
China. Vietnam has recently uncondi- 
tionally released more than 50 Chinese 
fishermen. In his National Day address 
on 2 September, Vice-Premier Vo Chi 
Cong not only avoided even oblique 
criticism of China but went on to say 
that the two countries "share the same 
interests of peace, independence, and 
economic and cultural development." 
This statement is a major departure 
from past Vietnamese characterisation 
of China as an expansionist, hegemonist 
power which has deviated from the path 
of socialism. o 
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| Enter the oppeaition 


The nuclear debate divides the law-making body - 


E Emily Lau in Hongkong 


he continuing controversy over Chi- 
na's plans to build a nuclear power 
station at Daya Bay, only 50 km from 


A Eie centre of Hongkong, as well as dis- 
- cussions on the territory's future con- 
| stitution, have resulted in the arrival 


_ here of a version of “party politics" 
_ frowned upon by Britain, Peking and 


- the Hongkong Government. 


4 


E. On 3 September, members of Lee 


— Legislative Council (Legco) voted 2 
. I0 against holding a special iden. 


| session during the summer recess to 
_ debate Daya Bay. Such an opposition 
vote is unprecedented in Hongkong's 
r ptor. | 


: All but one of the government-ap- 
- pointed and several indirectly elected 
members voted as a “government 
| party" to oppose the debate request. In 
the absence of senior unofficial (non- 
- civil servant) member Lydia Dunn, the 


| government camp was led by Shou-lum 


| Chen, acting senior unofficial. Chen 
. was assisted by colleagues from both the 


| | Executive Council (Exco) and Legco, 


p notably Maria Tam and Allen Lee. 
The "opposition," all indirectly 


Pict members, was led by lawyer 


. Martin Lee, school principal Szeto Wah 
and Dr Conrad Lam. The group. 
© though heavily outnumbered ‘and 
_ loosely organised, has emerged as a dis- 


tinct force in its fight for greater public 


| accountability and people's participa- 
. tion in the decision-making process. But 
| observers point out that though the 
- same personalities are lined up on both 
the Daya Bay and Basic Law issues, the 

group cannot yet, if ever, be considered 
a solid entity. 

. But on both issues the pro-establish- 
ment politicians and conservative busi- 
Bessmen have formed a powerful al- 
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liance to toe the official Peking and 
Hongkong Government lines. In the 
past few months, Chinese and Hong- 
kong officials as well as establishment 
figures have repeatedly warned that 
party politics is divisive and harmful to 
the territory's prosperity and stability. 
Those on the other side, however, 
say it is official intolerance of opposing 
views which is directly responsible for 
the latest Daya Bav confrontation, and 
should give the Hongkong people an 
idea of what to expect as views continue 


Anti-nuclear demonstrators outside Government House. 


to polarise in the next few years as the 
formation of Hongkong into a special 
administrative region (SAR) of China 
in 1997 approaches. 

Prior to the 3 September Legco 
meeting, 43 lawyers sent a letter asking 
members to endorse the call for an ur- 
gent debate, saying: “In a free society, 
any issue which concerns the welfare of 
the whole society, and which its people 
feel strongly enough about to endorse 1 
million signatures on a petition, should 
be properly aired in the open and 


| On your marks, get set... 


| The Asiad is raring to go as Pyongyang pulls out 


| EY Paul Ensor in Seoul 


ll over the city of Seoul there are 


signs bearing the number of days 


until the opening of the Asian Games, 
the largest international event this 
. country has hosted, and a dry run for the 
| Olympics, which will be held here in 
.. 1988. The South Korean organisers are 
. heartened by the expected large turnout 


. of athletes this month, particularly a 
F p delegation from China, with which 


Seoul does not have diplomatic rela- 
tions. 

Security measures across the city are 
being tightened, in view of the threat of 
terrorist attacks either from North 
Korea, or from activist students who 
have recently stepped up their demon- 
strations against the games. 

According to the latest tally, all but 
seven of the 36 nations eligible will at- 
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tion. | 


E) 


sd tire Lie. No feo eves on the Basic | 
Law Drafting Committee (BLDC), 


wanted a special meeting of Legcosto 
debate the matter because of the dmimi- 
nent signing of the Daya Bay contracts 
due to take place between 22 and 24 
September. 

Hongkong Governor Sir Edward 
Youde, returning from a visit to Peking 
to discuss the matter, told reporters he 
had conveyed to Peking Hongkong peo- 
ple's concerns on Dava Bay. But almost 
in the same breath he said the Hong- 
kong Government would stand bv its 
commitment to the project. In 1983-84, 
Exco agreed to endorse China Light and 
Power's proposal to buy 70% of the 
electricity from Daya Bay and Legco ag- 
reed to guarantee a loan providing addi- 
tional capital to the HK$300 million 
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(US$38 million) paid-up capital put up 
by the Hongkong Nuclear Investment 
Co. in the joint venture with China. 


t the end of five hours of heated de- 

| bate on 3 September, Tam told re- 
porters that a special Legco debate 
would only lead to confrontation with 
China, à split between Legco and the 
government and splits within 
community. A Hongkong Governmet:i 
source said the authorities regarde. 
Daya Bay as “the wrong issue at th 


tend the games. North Korea waited 
until the first week of September to give 
its final word that it would not attend, 
and neither will Vietnam; Burma is not 
sending a delegation, apparently for fi- 
nancial reasons. Pyongyang-watchers 
here point to the shrill pitch of the 
North's campaign of words against the 
South in the weeks leading up to the 
games, which has included warnings 
that visitors to Seoul may contract 
AIDS. 

Taiwan will not be sending a delega- 
tion because it is not a member of the 
Olympic Council of Asia — member- 
ship of the International Olympic Coun- 
cil had made it possible for Taiwan's 
athletes to compete in the Los Angeles 
Olympics, however. 
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from:Martin Lee and the anti-Daya Bay 
coalition which included more than 100 
community groups and Lee pro- 
duced their repo August, three 
weeks ahead of s t contained 
"observations" on nd construc- 
tion of: the pla ents and emer- 
gency: planning, agement, safety 
and public ed ut nothing on the 
suitability of the sité — which indeed 
. Was not within th r terms of reference. 
The two delegations were promptly 
| invited to Peking to discuss their report 
in their official capacity. Until now, 
China has refused to recognise the unof- 
. ficials; apparently fearing they might 
: emerge as the Hongkong people's rep- 
) resentatives in bargaining with Peking. 
A Hongkong Government source de- 
z tion e gesture as "creeping 
| adding us it. showed 
e the powers 
id f tions of the Picea Legco re- 
tained as much as possible for the SAR. 
|. Hthe Daya Bay issue has brought ad- 
| versarial politics into sharp focus, last 
month's BLDC subgroups meetings in 
Xiamen has demonstrated a broader al- 
 liance of pro-establishment politicians, 
conservative businessmen and pro-Pe- 
king members. 
. Shortly before the BLDC meetings, 
a position paper on the future political 























system was submitted by 57 members of: 


the Basic Law Consultative Committee 
(BLCC). a 180-member body set up to 
collect public opinion on the Basic Law. 
Their proposals, supported by Tam and 
other. Hongkong BLDC members; 
suggested that the SAR chief executive 
should be elected by a 600-person elec- 
toral college consisting of Legco mem- 
bers, other councillors and professional 
groups. 
They also suggested that half of 
-gcco should be elected by functional 
constituencies, one-fourth by electoral 
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China's. délegsition of 520 officials 
and athletes is only second in size to 
Japan's 560. About 90. journalists are 
also expected from China, and they will 
send back a host of i images of a country 
which, to most Chinese, has up to now 
been shrouded in mystery for political 
reasons. Seven journalists from the 
Soviet Union, East Germany, Cuba and 
Vietnam have also applied to cover the 

games through third countries. 


Jniformed guards toting machine 
S guns at Seoul's Kimpo Airport are 
just one sign of the heavy security net the 
authorities have clamped over the city. 
The South Koreans have reason to 
be concerned. In addition to possible in- 
filtration from the North, radical stu- 











= Basic Law f 
ugust, Tam. and Allen Lee led: 

ions to Europe; 
 the:I$ and Japan. Because of pressure’ 
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an electoral college. The group said. 


they wanted to preserve the best of t 















present system, which included à highly pw 


efficient administration, a Legco free of 






party politics and an independent | 7, 


judiciary. 
Opposition to these proposals again 
came from Martin Lee and Szeto, who 


supported one man, one vote, direct | 


elections and more public participation 


in government. To counter the propo- | 
sals from the 57, 19 other BLCC mem- | 
bers submitted their version of a politi- | 
i libel suit over an article namin 
| Chinese defector to the US and oth 
| as “opportunistic whores” and “sel 
terested swindlers." One of the ke 
| sues in the case is the relationship. 


cal system, endorsed by Lee and Szeto. 
This group said the chief executive 
should be elected by the legislature or 
by universal franchise with candidates 
nominated by members of the legisla- 
ture. They said about half of the legisla- 


ture should be directly elected and half | 
| though for different reasons. 


by functional constituencies. 

Martin. Lee, who has emerged 
clearly as the leading dissident voice in 
Hongkong, first entered the political 
scene during the Sino-British negotia- 
tions over the future of the territory 
when he expressed reservations about 
China's ^one country, two systems" po- 
licy. In 1985 he was appointed. to the 
BLDC and later that year he was 
elected by. fellow lawyers to Legco as 
representative of the legal profession. 

Lee. 48, says he has no ambition to 
lead a political party or to high office in 
the SAR. His position is that his interest 
is in attaining the high degree of au- 
tonomy promised in the Sino-British 
joint declaration. Lee has been criti- 
cised for trying to take on too many is- 
sues, and his confrontational tactics 
have not endeared him to many of his 
colleagues. Members of fledgeling poli- 
tical groups admire and respect Lee's 
dedication and moral courage, though 
friends and foes alike sometimes find his 
ego a little overpowering. Although 
perhaps not possessing the depth of vi- 
sion required of a political leader, many 
agree hts outspokenness is exactly what 
Hongkong needs at this moment to con- 
centrate minds on important issues. - 


dents have stepped up their campaign | 
against the games, which they feel are - 


being used by a regime they despise to 
acquire international status and legiti- 
macy at home. | 

In anticipation of the games, the 
police swept through campuses during 
the summer, announcing at the end of 
August that they had arrested 169 stu- 
dents in a pre-games crackdown. The 


Ministry of Education is considering 


having students expelled for their role in 
demonstrations and quickly called up 
for military service. 

Student demonstrations could inten- 
sify if the country's politicians do not 
settle their differences over the issue of 
a constitutional amendment on a direct- 
ly elected presents soon. p 
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| November 1985 by a former Peking sui 
geon, Wang Bingzhang, who defected 


| ment as it was purely a matter of judicial 


writer from Taiwan, the late Henry Liu 


and “others” for their US-based dissi 
| dent activities. 


| through them as hypocrites who. 


blackmailing i in the name of patriot 


| 
| 
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A Chinese defector brings a lib 
suit against the People's Daily - 













































By Nancy Langston 


i hina's communist party newspap 
"the ‘People’ s Daily, is facing its f 





tween the party and government. 
fopic now. under debate in Peking 


Documents obtained by the REVI 
say a US$20 million suit was filed in th 
Washington D. C. Superior Court on. 


to the West in 1982. US State Depart 
ment sources told the REVIEW that they 
were aware of the case but could not com- 


decision whether to permit a trial. 
Wang founded and currently pub 
lishes China Spring, a New York-based 
magazine that is critical of the Chinese 
Government and advocates democracy 
for the country... | 
The alleged libel in the suit appeared 
in the 13 December 1984 edition of the 
People's Daily, which is distributed in 
the US. The article was a tribute to a 


who had been critical of the Taipei goy- 
ernment and whose murder in the US in 
1984 was directed by Taiwan intelli 
gence officials. The author of the arti 
cle, Cui Chen, claimed he had spoken t 
Liu who he said was cynical about Wan 


The article said: “He [Liu] s 
serted their wives and daughters in t 
mainland to find new lovers, as self. 
interested swindlers cheating - 


and as a group of opportunistic polit 
whores chasing only fame and we 
. Inaddition to the People's Daily, 
other defendants named are. Chin 
Communist Party (CCP) offi cials Den 
Liqun and Qin Chuan, the wri 
Cui, then the People’s Daily editor 
chief Li Zhuang and China Books 
Periodicals, Inc., the California coi 
pany that distributes the People's Dai 
in the US and Canada. 
Defence lawyers have filed motio. 
to dismiss the suit, and it is uncertain 
or when the court will accept the cas 
One of the key legal points in the case 
whether the CCP and in turn its offici 
newspaper, the People's Daily, is : 


















: mentary by a g aia state... 







China has separate and distinct party 
and government structures. The party is 
- perceived as holding all power and mak- 
ing all policy decisions to be carried out 
by the government. The question be- 
fore the court is whether the two struc- 
tures are sufficiently interlocked to ren- 
der the distinction artificial. 

‘There are no references to the CCP 
in the articles of China's constitution, 
including. Chapter Three detailing the 
state's structure. The present constitu- 
tion, ‘adopted in 1982, deleted refer- 
| ences to the party as the “core of leader- 
|. ship of the whole people" in Article 2 
which appeared in the previous version 
| adopted in 1978. However, the pream- 
i ble of the current constitution contains 
< references to the Chinese people being 

“under the leadership of the CCP." 








































"here is undoubtably little question 
. 4 in the minds of China's leaders as to 

the supremacy of the CCP. However, the 
amorphous relationship between the 
party and government has stirred de- 
bate recently — independent of the law 
-. suit — under the rubric of political re- 
forms needed to keep in step with eco- 
nomic reforms. In a speech given in 


| of the secretariat of the CCP Central 
| Committee, the division of labour be- 
| tween the party and the government 
| was among the five areas marked for po- 
- litical reform. The problem, detailed in 


| mid-July by Wang Zhaoguo, a member. 


As in other ign slate is By Suhaini Aznam 


| the Chinese press, is essentially govern- | 



































from party cadres u 
power. 
Meanwhile, it is not clear why Wang 
Bingzhang has chosen a Washington 
=D. €. court to file his suit. When con- 
^facted by telephone in New York, Wang 
said: “I can't give any information about 
this case. If the court decides to accept 
this case we will issue a news release." 


unwilling to vield 


Wang said: “In two months, maybe.” 

Wang, while on a Chinese Govern- 
ment scholarship in Canada, created a 
stir in 1982 when he announced at a 
news conference in New York his defec- 
tion and plans to publish China Spring 
espousing the ideals of the Chinese 
. democracy movement. That move- 





" ter" posters, which called for more 
| liberalisation and mushroomed on what 
> became known as Democracy Wall. 

The movement was squashed a year 
ater and several. key advocates, most 
notably, Wei Jingsheng, were sen- 
. fenced to prison. n 





| ment, begun in Peking in 1978, spawned — 
public debate on the need for political | 
liberalisation and featured “big-charac- - 


| ment technocrats trying to get on with | 
| their jobs but hamstrung by meddling | 


Asked when the court would decide, | 


espite having voluntarily relicte 
ed his position to his son in 1967, the 
former sultan of Brunei, the late Sultan 
General Sir Muda Omar Ali Saifuddin 
— more familiatly known as "the Seri 
Begawan" — remained very much the 
power behind the throne almost up to 
his death at the age of 71 on 7 Sep- 
tember. His death will probably allow 
the present sultan. Hassanal Bolkiah, a 
freer hand to bring in modernisation — 
started in his father's time — at a faster 
pace. 
Sir Omar became Brunei's 28th sul- 
tan in 1950 when his elder brother died 
without ason. At that time the small oil- 
rich nation was still a British protecto- 
rate and he ruled with the help of British 
advisers. He introduced its first written 
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constitution in 1959. nj in the 1960s 
brought in several senior civil servants 
from then Malaya to help train Brunei's 
first crop of administrators. | 

Under Sir Omar's supervision, inter- 
nal administration was phased into 
Brunei hands, with his sons appointed 
to head the various ministries. Foreign 
relations and defence, however, re- 
mained in British hands until Brunei 
formally achieved independence in 1984 
under the present sultan. 

As one of the few remaining absolute 
monarchs of his day, his position was 
made more lonelv by being surrounded 
by deferential courtiers. Despite having 
had his eye on eventual independence, 
ties with Britain were always good, and 
Sir Omar handled these himself even 
after his abdication. He was knighted in 
1953. 

His 17-year reign was punctuated by 
two, possibly interlinked, major events: 
the abortive civil rebellion by the 
Brunei People’s Party in 1962, and the 
cooling of relations with Malaysia after 
paves’ when Brunei first decided to join 





the federation, together wi | 


Sarawak, and then suddenl 
stay out. Relations with Ku 
began to mend only in the 1970 

The brief rebellion came. afte 
Brunei People’s Party had won a major- 
ity of seats in an election for the national 
assembly but were denied a role in gov- 
ernment. The party is alleged to have 
had help from Indonesia — which 
wanted to keep Brunei out of the Ma- 
laysian Federation. The rebellion was 
put down with the help of British com- 
mandos and Gurkhas flown in from 
Singapore. Between 200 and 300 people 
were rounded up and imprisoned. 

The next year, falling inline with Sir 
Omar's wishes, the Brunei Legislative 
Assembly had approved the countr ^ 
entry into Malaysia. but at the last m 
ment, under pressure from the British 
and the Shell Petroleum company which 
had the Brunei concession, the sultan 
decided to stay out, starting a period of 
strained relations with Kuala Lumpur. 

Entry into Malaysià would have 
meant a M$40 million (USS$15 million) 
annual contribution from Brunei to Ma- 
lavsian federal coffers — with Kuala 
Lumpur in charge of spencing funds on 
Brunei development. As it was, the sul- 
tan started to plough the money into 
development directly — with a fair 
amount of profit for Sheil and the Bri- 
tish Crown Agents, who supplied goods 
and services and managed Brunei's 
overseas assets, Today, Brunei, with a 
population of 200,000, has the stagger- 
ing per capita income of US$21,000 — 
by far the highest in Asia and one of the 
highest in the world. 

Sir Omar never foe those who 
took part in the 1962 rebellion, hurt ` 
what he saw as an attack against hi 
self. He refused to pardon a handful oi 
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perceived “hard-core rebels" who are” 


still behind bars in Brunei. He also re- 
fused entry to several of the rebel ring- 
leaders who had fled to neighbouring 
Indonesia and Malaysia znd are in exile 
to this day. Inclined to poetry, he put 
some of his feelings on paper during 
the month he spent in the heavily 
guarded state secretariat after the re- 
bellion. 

Judging by the administrative style 
of the young Sultan Hassanal Bolkiah in 
the past two years — as age kept Sir 
Omar from taking as active a part in the 
running of the country — observers do 
not expect Brunei to change its course 
as much as its tempo. Sultan Hassanal is 
considered "progressive" and though 
religious, is reputedly less orthodox 
than his father. As a first indication, ob- 
servers are now watching to see if he 
frees the poner detainees.. 
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Book a room at any one of 25 
Holiday Inn hotels in Asia/Pacific 
and charge it to your American 
Express® Card. Then relax. With 
American Express and Holiday 
Inn working hand-in-hand, you 
know that your room will be 
waiting for you — no matter how 
late you arrive on the day that 
you booked. 
The American Express® Card 
Assured Reservation, and a 
Senior a AE. Director Room Guarantee" from Holiday 
Holiday Inn International Asia/Pacific Inn that pr omises your room Will 
be up to the chain's stringent standards, make an unbeatable com- 
bination. Together they mean peace of mind for today’s busy traveller. 
With Holiday Inn and American Express, its the small things in 
life that count. And between us, we'll Suarantee it. 


* Our room guarantee Means your room will be right. It will be clean, everything will work properly, 
and youll have enough of everything you need. Or we'll make it right. Or that night you stay free. 
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Y 1 e're not mixing the medicines, but 


we can help restore your fiscal health. 





Traditional Chinese medicine hasn't changed much 
in the last 2000 years. Following centuries-old 
prescriptions, Taiwans Kwang Yuan Company still carefully 
prepares and combines herbs and other natural substances 
to treat a variety of symptoms. 

But modern times impose modern challenges. 

To stay competitive, the company must keep tight control 
over its extensive 
inventory. Adding to the 
complexity, the Chinese 
names of the rare 
substances they deal 
with require equally 
rare Chinese characters. 
Kwang Yuan turned to 
IBM. An IBM small 
business computer lets 

| them generate even the 
most obscure Chinois characters, and a custom | 
programme helps keep the inflow and outflow in harmony. 
The result is lower operating costs and less waste. 

IBM is helping small businesses improve producti- 
vity throughout Asia. We can prescribe an invigorating mix: 
hardware, software and the specialised experience 
to help you get your business running more efficiently. 





Hexagon brings the financi: 
MARKET INFORMATION 


^ snp dis 
ins e | 
sw us iirop ms 


oo at me rct NE a 


a 
23252225 





arket-place to your office. 


RKET INFORMATION 


LIL, 
we ——— 


44 


nap 


ARER 





i] "Lie VICA 


To keep one step ahead in the money 
market, you need accurate information 
and you need it fast. Hexagon, 
HongkongBank’s corporate electronic 
banking system, brings instantly to your 
screen the current state of both local and 
international markets. 

Hexagon will keep you informed on 
Foreign Exchange rates (spot and 
forward), Gold Prices, Lending and 
Deposit rates, Stock Market indices and 
prices, Currency Notes and Demand Draft 
rates. Information from the world's major 
financial centres is constantly updated 

so that you can react quickly and 
appropriately as market conditions dictate. 
Of course, Hexagon also allows you to 
control your domestic and global financial 
affairs, with complete security, right from 
your office. 

Hexagon is state-of-the-art corporate 
electronic banking, from the 
HongkongBank group, one of the world's 
major financial institutions, with over 
1,200 offices in 55 countries. To find out 
more about Hexagon and how it can help 
your company, contact the Hexagon 
centre at your nearest branch of the 
HongkongBank group. 


Hexagon. 


Puts the power of the bank 
in your hands. 


qx) 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 


CONSOLIDATED ASSETS AT 31 DECEMBER 1985 
EXCEED US$69 BILLION. 
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If you love things Italian wait until you've tasted 
them in Italy. There's so much more to love Roman Emperors sat in ancient Rome; point you in 
and life. The fashion, the food, the wines, the music, the direction of the most elegant boutiques. We'll also 
the scenery, the architecture, the works of art .... give you more direct flights to Rome and help you 
it’s more than a holiday, it's a celebration of plan the best money-saving ‘Intermezzo Italia’ tours. 
life itself. But don’t just come to Italy. Come to This year, come to Italy with Alitalia 
Alitalia’s Italy. We can show you Romeo and Juliet’s and celebrate life Italian style. For information, 
balcony in Verona; let you sigh on the see your travel agent, or Alitalia for our free 
Bridge of Sighs in Venice; gaze in awe at 'Intermezzo Italia' brochure. 


Allitalia 















© TWO anniversaries. all closely to- 
. gether marking significant "its in the 

history of the REVIEW. One: was its 
founding i in October 194 he other 
was its coverage of Mao Zedong's death 
in September 1976, 

We are not.b 
about our coverag 
editorially and tec 
the gradual ma of the REVIEW 
from a small, very simply produced 
magazine with à. dominant academic 
slant, to a booming regional organ of 


















y trumpets | 


news, views and background informa- an 
tion which is now required reading for. B i 


businessmen and officials throughout 
Asia, and has subscribers in almost 
every country of the globe. 

Through a combination of forward 


planning and good luck, when Mao's 


death was announced at 5:10 p.m. 
^" ngkong time) on 9 September. we 

| just a few minutes’ grace to instruct 
the printers to slot in our pre-prepared, 
full colour commemorative supplement 
which thanks to all concerned (includ- 
ing the printers) appeared on the streets 
the next morning. 

I wrote the lead, and Derek Davies 
wrote a piece in prophetic vein about 
the future of China without Mao: that 
the radicals had persuaded . 


B EP 


Mao that, if Teng was erar hd 7 


(succeed in central power, he would 
‘denigrate Mao's place in history and di- 
minish his revolution — '"de-Mao-ising" 
¿China just. as Khrushchev had once de-¢ 
Stalinised the Soviet Union, ^ 
et Nee Near Y 
He added: 
pa ew, (he Yen ova TA 


it seems most likely that the very suc- 


tess — political, economic and diploma-™ 
- achieved under the years of Chou, 
i's leadership have created an im-^ 


+ 
cs 


petus towards pragmatic modernisation; 


which will steam-roller the opposition J 


of those who basically share Mao’ s View 
that, in the last resort, production must 
be Saat to ideological. purity, | 
ip iie te (which-+g y 

It had been a tremendous year for 
China reporting, and it was by no means. 
over. In January premier Zhou Enlai 
- had died, and according to later official 
reports from Peking, Mao's wife Jiang 
. Qing and other members of the Gang 
. of Four had done their utmost to sup- 
press manifestations of public grief in. 
the national media. In March their cam- 
paign to unseat the effective holder of 
power throughout China, Deng Xiao- 
ping, went into high gear, and wall post- | 
ers appeared at the big universities de- 
nouncing him. On 5 April the public dis- 
like of this campaign, and the trust in 
Deng to develop further the develop- 
- ment-orientated policies of Anou, burst 
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out in violent rioting on. Tiananmen 
Square, in the very heart of Peking. 
Deng was fired from his high party and 
government posts but permitted to re- 
tain his party membership *to see how 
he behaves.” a 


PO 


| death, but J MC 
it symbolised. ie 


EE and technology, and defence. Black 
EB markets became more prevalent than 
NE before, foreign currency was smuggled 


This. was Deng's third “disgrace” — 
the first having been in the communist 
stronghold in Jiangxi province in the 
early 1930s, when he was alleged brac- 
keted with Mao as an "escapist", to- 
gether with other leaders. The second 
was his fall. from grace in 1967, 
from which he emerged: only in 1973. 


How he must have felt about being tripe 
ped up again in 1976 is a matter for: 
speculation — about the expletives that: 


E formed in his brain! 


4 


s 


Throughout the summer of 1976, Pe- 
| king was tense and apprehensive in 
mood as Mao's named successor Hua 


Guofeng climbed up the political ladder. 
towards supreme leadership. For a na- 
tion always impressed by physical disas- 
ters as political omens, the year could. 
not have seemed more menacing, for. 
| there. was. a Meteorite. shower in- Jilin. 





he terrible Tangshan 
July caused some half 
million casualties. 

‘Photographs of Mao in the atal 
Chinese. 
ing, an 


leadership and army chiefs, turned on 
| the Gang of Four and arrested them 


— 


cusations about their political machina- 
tions, conspiracies and luxurious life- 
style. The way was clear for Deng's re- 
turn to a tandem- style leadership in co- 


operation with Hua (later disgraced in. 
his turn, as Deng weeded out all Left- 
leaning members of the politburo and | 


secretariats). - 


Thus began the gradual debunking | 


of Mao and Maoism which was the base 
of Deng's astonishing political and ied 
nomic reforms. Weeding out. 

positionists as he went along, ihe 
Sichuan-born | revolutionary veteran 
began the long process of restoring 
China's tk 


| shattered. educa ional system. 






ress showed him visibly sink- | 
he breathed his last on 9- 
September. A" month later, the party 


to. 
the accompaniment of the most lurid ac- 
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er mS ontacts with the out 


Per dona) people to sei 


began discussing a disconcerting in- 


“Mao and the reversion to private farm- 
ing has greatly raised output and. 
“boosted peasants’ incomes considera- 


“net exporter of that other previously, 


new. wind blowing through China's. 


languages and technical skills and even 
prepare their PhDs. 


| out a course of friendship and cooper: 


while looking for signs of a possible ri 
‘conciliation of major differences wit 


@ THIS is all very encouraging. bu 
China shows that social ills are provol 


ern conditiofis with. all’ the mordar 
humour which quickly becom s tl 
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in and out of China, and the med 


































credse in crimes of violence and corny, 
tion. 

Deng's greatest success has been in 
agriculture, where the abolition of the 
people's communes masterminded by 


bly. The nagging problem of food short- 
age has.been foiled, and China is now a 


deficit commiodity, cotton, E s 
The elder statesman has also. set a 


media and entertainment industries, en- 
couraging franker reporting and more | 
thoughtful analysis of modern social. 
problems. And tens of thousands of 
Chinese students and graduates have | 
been sent to the West and Japan to learn 





In foreign policy, China has struc 


tion with the West and the Third Worl 


the Soviet Union and its allies. 
rop of popular jokes coming ot 


ing the country s Wags to satirise moc 


common coin of. most countries su 
jected to dógmatic socialism. The last 
heard was called “the four nots” — a 
store does not have a particular product 
in stock; it will not arrive until the ne» 
day; it is not available, having been sold 
out — and it's not of any importance 
anyway. | 
Travellers in China may also enjo 
the. current definition of the “fou 
feudal things" which are impeding 
tourism: they are China International 
Travel Service, the national airline 
CAAC, the Chinese Railways, and the 
Chinese Customs! 
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An industry lacking cash, 
competence, credibility 


By Salamat Ali in Dhaka 

EW EWE Newspapers in Bangla- 
—Au. | desh, apart from being 
= | drab and colourless, fail in 
K^ their primary function of 
keeping their readers well 
informed. Officials in 
Dhaka think the country 


= we 
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deserves better. As Information Minis-. 


ter Anwar Zahid put it: “Our news- 
papers do not interest their readers and 
unfortunately we do not have either a 
national or a professional press.” 


A recent attempt by President H. M. 


Ershad to help the press lift itself by its 


. bootstraps has been considered a total 
_ failure. In May he invited all major local 


publishers to discuss the media scene 
and evolve a national information po- 


| licy. Zahid told the REVIEW: “One 














_ [publisher] bemoaned his economic dif- 


ficulties. Another talked of his tax prob- 
lems and soon they [all] were quarrel- 


- ling among themselves.” 


Although the media owners are not 
well organised enough to present a 


coherent and collective case for the in-- 


dustry, they are fully aware of the basic 


"handicap: the commercial non-viability 


EMI 


of every publication in the country with- 
out governmental support. Judged even 
by frugal Bangladeshi standards, most 
local publishers operate on shoe-string 
budgets, with the bulk of the revenue in 
all cases coming from the government. 
Given the resource crunch, there is little 
chance in the near future of improve- 
ment in news presentation. 

Although Bangladeshis are known 
for their political awareness and there 
are at least 22 million literate people in a 
population of 100 million, the country's 


When in doubt, 


play it safe 


angladesh Sangbad Sangstha (BSS), 
the national newsagency, reflects 
the state of the country's press in many 
ways: it is short on staff, strapped for 


. cash and works under the loosely de- 


fined political constraints of the day. 
Publishers in Dhaka complain that 

they do not get enough copy from BSS, 

their primary source of national infor- 


| mation, nor do they have the resources 


to adequately supplement the BSS 
coverage through their own reporters. 
A. B. M. Musa, one of the most ex- 
perienced journalists in country, who is 
the general manager of BSS, hotly con- 


Zahid: : ‘no reader-interest. 
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56 daily newspapers have a combined 
circulation of 583,000 or only five copies 
for every 1,000 people. Corresponding 
figures for other Asian countries are 
many times larger. 

While small circulation might be a 
product of mass poverty, a more relev- 
ant reason is that the press lacks credi- 
bility among its readers. A 1983 survey 
by the Information Department showed 
that 78% of the respondents considered 
the presentation of objective informa- 
tion an integral part of the watchdog 
function of a newspaper, a function 
56% thought the local newspapers did 
not perform. Also, 61% believed the 
newspapers carried misinformation. 

According to the survey, the coun- 
try's largest daily ,/ttefaq; and the most 
lively weekly, Holiday, were considered 








tests the publishers’ complaint, but he 
cannot deny the fact that his agency is 
short of staff. The total journalistic staff 
of BSS comprises 16 reporters and 12 
sub-editors in Dhaka, three journalists 
in Chittagong and a lone foreign corres- 
pondent based in New Delhi. 

BSS’ daily newsfile averages around 
40,000 words, which in turn forms 80% 
of news in the country's media. No 
foreign agency is permitted direct access 
to newspapers in Bangladesh, and BSS 
is the sole distributor of news from 
Reuters, AFP, DPA, Xinhua, Press 
Trust of India and a few other syndi- 
cated services. 

The annual budget of BSS amounts 
to Taka 7.5 million (US$227,000), made 
up of a government grant, subscriptions 
from the country's newspapers — which 
are always in arrears — and fees for 
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the most influential. But interestingly, 
78% of the: respondents believed, /t- 
tefaq’s reportage was biased and 89% 
thought its editorials were also biased. 
But the poor credibility of the press is 
largely ascribed to the harsh gov- 
ernmental policies which circumscribe 
editorial judgment. 

Not many agree with the official pub- 
licists’ claim that the government's bark 
is worse than its bite. One told the 
REVIEW: "Our journalistic skill and 
business enterprise are choked off by 
[official] restrictions which I dare not 
trifle with unless I am prepared to face 
economic ruination." But the same pub- 
lisher added that the Ershad regime has 
been “a little more liberal” with news- 
papers and also fair in dishing out offi- 
cial advertisements. 


W ith its consolidation of power, 
Ershad's regime has become more 
confident and relaxed. Zahid, an old 
campaigner for press freedom in his ei 
lier role as a senior journalist, argues th... 
the Ershad regime has not closed down 
newspapers except in extreme cases. 

The government has also become 
more benign towards the foreign media, 
represented in Dhaka largely by 
Bangladesh nationals and a few expat- 
riates. In the early stages of martial law, 
locals reporting for the foreign press 
were told that they would be held ac- 
countable even for the writings of their 
visiting expatriate colleagues. Now the 
regime accepts with good grace the visit- 
ing correspondents criticisms. 

In recent years a host of dailies and 
periodicals have cropped up, most of 
them without official authorisation be- 
fore publication, which is required 
under the law. Apart from those which 
appear swiftly, lampoon the govern- 
ment or scandalise a public institution 
or personality and vg 4 pep the new 
publications seek post-facto authorisa- 
tion and wait for inclusion in the o! 
cially approved list of publicatic 
which would entitle them to govern- 


distributing foreign newagency copy 
within the country. As the newspapers 
are both unwilling and unable to raise 
their contributions, there is little scope 
for improving the resources of BSS un- 
less the government increases its grant. 
Strapped for resources as it is, the 
political constraints of the regime pose a 
bigger handicap to the BSS. The super- 
visory staff at BSS are required to en- 
sure the news distributed by the agency 
does not contain: 
» Any open or implied criticism of 
either the president or the armed forces 
of Bangladesh. This includes statements 
of opposition leaders. 
» Explicit criticism of any country un- 
less made by a head of state or govern- 
ment. 
» Criticism of any authoritarian order 
in any country. 
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ment advertisement. Public-sector ad- 
vertising comprises about 75% cof the 
total. The private commercial) com- 
panies are either too small toafford'ad- 
vertisement budgets or have a monopoly 
with little incentive to advertise. ^ 

The government’s advertising rates 
are governed by the size of the audited 
circulations of publications. The vol- 
ume of state advertising is determined 
by a formula which the government 
claims is based on equity. In reality, the 
volume varies with a publisher's state of 
relationship with those in power. 

But over the years, the flow of state 
advertising has decreased steadily as the 
competition for governmental favours 
has grown fierce. Z. A. Khan, publisher 
of Bangladesh's oldest daily, Azad, 
points out that the state's advertising 
budget has remained stagnant while the 
number of publications has risen stead- 
ily. Zahid argues that the government 
cannot control the mushrooming 
growth because of the constitutional 

wantee of freedom of expression. 

-- But he regrets that this is perpetuat- 
ing the lack of professionalism in the 
press as seen in the clear division of the 
media into three groups — pro-govern- 
ment, anti-government and the ineffec- 
tual in-between. The first two 
categories attract most attention though 
Zahid adds that the pro-government 
group need not be as timid as it is and 
the anti-government need not be blind 
with hatred. 

Zahid concedes: “Our papers do not 
interest the readers.” The press neither 
entertains — a function usurped by 
radio and TV — nor informs, even on 
municipal matters and a range of apolit- 
ical issues. The root cause, analysts 
point out, is the absence of trained and 
motivated journalists in the country. 
The war of liberation, the subsequent 
nationalisation of the press, and succes- 
sive military regimes drove out most of 
the experienced journalists, who chose 

er or more lucrative occupations. 

Prof. Nooruddin, head of the jour- 


> Criticism of any military establish- 
ment in any country, especially if the 
armed forces are or were involved in the 
running of the state. 

In the wake of the 1982 Falklands 
hostilities, when some officers of the 
Argentine armed forces were sen- 
tenced, BSS put out the news only after 
cutting out all references to the military 
ranks of the punished officers. Simi- 
larly, news from the Philippines involv- 
ing the role of soldiers in the assassina- 
tion of Benigno Aquino and the sub- 
sequent overthrow of Ferdinand Mar- 
cos was processed with extreme cau- 
tion. Bangladeshis relying on the local 
press alone did not read of either the 
split in the Philippine armed forces or 
their role in ousting Marcos. 

Musa denies the existence of any 
government guidelines to his news- 
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nalism faculty at Dhaka University, says 
his department produces about 40 post- 
graduates each year and soon four other 
universities would be starting their own 
journalism departments. Nooruddin 
adds that his students do not join local 
newspapers because, apart from the low 
pay, they find that the high principles of 
journalism learned in colleges are not 
applicable in practice. 

On the other hand, publishers say 
most new graduates cannot write sim- 
ple, correct prose and do not know the 
basics of journalism. The few promising 
rookies leave the newspapers soon after 
they find an opening in the civil service. 

Perceptive journalists in Bangladesh 
have begun to realise that an indepen- 
dent press cannot thrive in an economy 
where the government dominates and 
the private sector languishes. They are 
now pinning their hopes on the econo- 
mic liberalisation Ershad is attempting. 
Parts of the insurance and the banking 
sector are now open to the private sec- 
tor and competition in the jute and tex- 
tile industries has increased. This could 
lead to a growth in advertising rev- 
enues, but it will be a long haul before 
good newspapers are produced. O 





ewspaper vendor in Dhaka. 


agency and asserts that, in fact, he en- 
courages his staff to show enterprise. 
But he argues that “within the given 
local conditions” there is a lot of room 
for journalistic enterprise which is not 
exercised primarily because the jour- 
nalists concerned would rather shelter 
behind imaginary restrictions and shirk 
work. However, he admits that BSS has 
to be extra careful because first, it is a 
government newsagency and secondly, 
in every tricky situation the newspapers 
discard their own reporters’ copy and 
rely on BSS to escape responsibility for 
what is printed. — Salamat Ali 








The long arm 
of the law 


By S. Kamaluddin in Dhaka 


Before 1971, Dhaka, then 
4 the capital of the eastern 
| wing of Pakistan, had the 
Wem liveliest press in the coun- 
a)" 2 try. Asthe Pakistani Army 
ERE NES cracked down in March 
Ld INN 1971 on the nationalist agi- 
tation here, newsmen became its worst 
victims. The ensuing war of liberation 
which gave birth to an independent 
Bangladesh was traumatic for the peo- 
ple and more so for the press. 

Soon after independence, four 
major Dhaka dailies belonging to two 
publishing houses — the Observer 
Group and the Pakistan Government- 
sponsored National Press Trust (NPT) 
— were declared abandoned proper- 
ties. The Observer Group's owner, 
Hamidul Huq Chowdhury, though a 
Bengali and a former foreign minister, 
had remained in Pakistan and did not 
become a Bangladeshi citi- 
zen at that time because of 
his alleged  pro-Pakistan 
role during the liberation 
war. The  Karachi-based 
NPT could do nothing to 
protect its assets in 
Bangladesh. The situation 
forced the state takeover of 
the two groups and the new 
government became the 
largest newspaper publisher 
in the country. 

While the takeover of 
the four major dailies was 
deemed inevitable at the 
time, it also changed the 
structure of the industry and 
had a far-reaching and 
harmful effect on press free- 
dom. Before 1971 news- 
papers such as The Pakistan 
Observer — since renamed 
The Bangladesh Observer 
— Ittefag and Sangbad were 
both feared and respected 
for their views. But as 
the new government was in 
no mood to tolerate dis- 
sent, press freedom became its first 
casualty. 

Abdus Salam, a highly respected 
journalist who had edited The Pakistan 
Observer since the 1950s, was summar- 
ily dismissed in early 1972 for question- 
ing certain government decisions in his 
editorial column. Soon the government 
got rid of some of the senior and inde- 
pendent-minded journalists by offering 
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them high-level administrative and dip- 
lomatic posts. Their journalistic slots 
were filled by others known more for 
their loyalty than competence. 

In early 1973, the government dis- 
missed Abdul Toab Khan, editor of 
Dainik Bangla, because it was felt he 
was giving too much coverage to the 
leftwing movement spearheaded by the 
Communist Party of Bangladesh. How- 
ever, Khan, who was found to be unac- 
ceptable as an editor, was soon ap- 
pointed to head the then prime minister 
Sheikh Mujibur Rahman's public-rela- 
tions team. 

The press suffered further. curbs 
when parliament passed the Printing 
Presses and Publications Act in 1974, 
which effectively incorporated all the 
harsh press laws of martial-law Pakis- 
tan. The government also moved to 
control the supply of newsprint. The 
1974 Special Powers Act made it an of- 
fence to publish what it called “prejudi- 
cial reports." 

The last crunch came in 1975 when 
the Mujib government abolished the 
parliamentary system and brought in 


A periodicals 
mini-boom 


. ,| not be experiencing the 

&* growth of its counterparts 
: in many Southeast Asian 
countries, the magazine 
industry here has enjoyed 


PRESS 
a mini-boom. 

However, most of the numerous 
weeklies and other periodicals which 
have appeared suddenly on the market 
at regular intervals — and often have 
just as suddenly disappeared — are not 
the products of the country's few estab- 
lished publishing groups. Instead, they 
have been launched mostly by individu- 
als or groups with little or no publishing 
experience. 

The sudden proliferation of periodi- 
cals — especially those of a literary na- 
ture — is not a new phenomenon here. 
Since the early 1950s groups of idealistic 
university students with a traditional 
passion for poetry have brought out 
such publications, few of which have 
survived past two or three issues. 

The individuals and groups fuelling 
Bangladesh's current periodical mini- 
boom differ from their student pre- 
decessors in that they, however 
amateurish, are more motivated by 
hopes of commercial success. Because 
of this, many of the newcomers take 
either a sensational — and sometimes 
highly irresponsible — approach to 
their journalistic endeavours or a pro- 
vocative or even a pornographic ap- 
proach. 
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one-party presidential rule. The one- 


party regime closed down all news- 


papers except for four dailies in Dhaka 
— two each in English and Bengali — 
and one in Chittagong. All Bangladeshi 
journalists, with a few notable excep- 
tions, quickly joined the lone political 
party. By mid-1976, some nine months 
after Mujib's assassination, many of the 
suspended newspapers were allowed to 
resume publication. 


ut successive regimes have retained 

most of the restrictive press laws on 
the books. In the late 1970s, under pre- 
sident Ziaur Rahman, the government 
chose not to resort to the Special Powers 
Act. Instead, the statutory Press Coun- 
cil was created to sit in judgment on the 
media. Any citizen could approach the 
council to seek redress against alleged 
newspaper excesses. Some of Zia’s 
ministers moved the Press Council 
against certain newspapers. 

The regime of President H. M. Er- 
shad, which took power through a 
bloodless military coup in March 1982, 
continued with the Press Council. 


# 


Magazines on sale: not a new phenomenon. 





Despite the newcomers' best efforts, 
the death rate of their magazines is high. 
At the end of 1984, for example, 132 
licensed magazines and other periodi- 
cals were being published in the country 
— 57 in Dhaka alone. At the end of 
1985, the number rose to 157, including 
71 published in the capital. However, 
during this period, 24 magazines and 
other periodicals closed down, includ- 
ing 18 in Dhaka. These figures do not 
reflect the dozens of other periodicals 
being published each year by amateur 
groups which, as before, cease publica- 
tion after a few issues. 

The Ittefaq group of publications, 
the largest publishing group in the coun- 
try with two dailies — the /ttefaq, a Ben- 
gali-language newspaper and the coun- 
try's largest daily with nearly 200,000 
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Information Minister Anwar Zahid, 
a leftwing,politician and former presi- 
dent of the Dhaka journalists’ union, 
told the, REVIEW that no newspaper has 
been banned by the current government 
for criticising the military regime or up- 
holding opposition views, though some 
publications have suffered for other 
reasons. 

The Bengali daily, Dainik Desh, was 
banned on two different occasions by 
the current regime. But Zahid said: “It 
was not for criticising the government. 
The first time it was banned for inciting 
the defence services and sowing seeds of 
discord; the second time, for publishing 
a story affecting Bangladesh-Burma re- 
lations.” 

The present government would like 
to see its mistakes being pointed out by 
the press but no newspaper should write 
anything against the national interest, 
according to Zahid. “This government," 
he says, “has been perhaps the most to- 
lerant of all the governments the coun-. 
try has had." 

The Ershad government has als. 
tried to evolve a comprehensive media 
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circulation, and the English-language 
New Nation — also publishes Purbani, a 
broadsheet weeklv focusing on the 
cinema, and Robbar, a weekly general 
news magazine. 


he Bangladesh Observer, the coun- 

try's largest English-language daily, 
publishes Chitrali, a weekly broadsheet 
covering the cinema, while the Bengali- 
language daily Dainik Bangla, owned 
by a trust set up by the government, 
publishes Bichitra, a weekly general 
news magazine. Purbani, Chitrali and 
Bichitra are all making a healthy profit. 
Robbar is only breaking even. 

Four periodicals — the English-lan- 
guage Holiday, Bichitra, the Courier 
and the Bengali-language weekly 
Jayjaydin — have become trend-setters. 
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policy for the country. In 1982 it estab- 
lished a high-level body, the Press Com- 
mission, to study all aspects of the pub- 
lishing industry including its financial 
structure, management, legislation on 
press freedom, and the role of the press 
in national development. The commis- 
sion presented its report to the govern- 
ment two years ago, but follow-up ac- 
tions have been tardy, 

The government has also formulated 
an advertising policy providing 60% of 
all state advertisements to Dhaka-based 
publications and the rest for the print 
media outside the capital. The govern- 
ment ownership of newspapers, a legacy 
of the Mujib regime, has practically 
been done away with. The assets of The 
Bangladesh Observer have been re- 
turned to their private owners. The 
ownership of Dainik Bangla and The 
Bangladesh Times — the inheritors of 
the assets of the NPT — has been 
- handed over to a board of trustees. Cur- 

‘ntly, the government owns only one 
newspaper, Dainik Barta, which it 
started in 1976 from the town of Raj- 
shahi. oO 


Holiday, a privately owned, Left- 
oriented political weekly newspaper, is 
known for its anti-Indo-Soviet views 
and respected for its independent stand 
on issues. 

Bichitra, which began publication in 
the early 1970s, soon began breaking 
new ground in journalism here with its 
bold investigative reports. It quickly 
gained a faithful following, not only 
among readers, but among other 
magazines which emulated its style. 
The English-language Courier — a gen- 
eral news weekly which began publica- 
tion a few years ago as a magazine and 
then changed to a broadsheet news- 
paper format — has returned to a 
magazine format and, though still 

nateurish in many ways, is gradually 
aking its presence felt. 

Jayjaydin, a political news weekly 
magazine, became popular soon after 
introducing political satire to its col- 
umns. It claims to have become the 
country's largest-circulation weekly; no 
official figure is available, but the 
editors say its circulation is more than 
100,000 copies. Publication was sus- 
pended by the government recently for 
violating martial-law regulations in a 
story about an alleged plot by one 
armed forces faction against another. It 
was the second time it has run afoul of 
the government since its first issue 
came out a little more than two years 
ago. 
Chitra Bangla, an entertainment 
magazine with provocative cover 
photos, is probably the largest weekly 
after Jayjaydin (45,000). It is followed 
by Bichitra, (40,000), Chitrali (25,000), 
Purbani (23,000), Robbar (22,000) and 
others with circulations in the 10-15,000 
range. — S. Kamaluddin 
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Radio and TV remain - 


most influential media 


Dhaka was the first city 
77 in South Asia to have a 
ITV station — in early 
ix^ 1964, when Bangladesh 
was part of Pakistan. It 
was a gift from then Pa- 
kistan president Ayub 
Khan, who was running for re-elec- 





Today Bangladesh Television 
(BTV) covers about 95% of the 
country with its 10 relaying stations. 
However, TV is watched by only 
5% of the population on about 
400,000 mostly black-and-white TV 


sets — some of which are distributed 
by the government to village com- 


munity centres. Nevertheless, TV is 


the most influential medium after 
. radio. | qe 


Bangladesh Radio, with its six sta- 


tions reaches most village homes in 
the country. Saiful Bari, who as chair- 


BTV building: a small audience. SEED 


man of the Bangladesh Broadcasting 
Authority (BBA) heads up both 
Bangladesh Radio and BTV, esti- 


mates that more than 30 million peo- 


ple listen to radio on 4 million radio 
sets — mostly inexpensive, one-band 
transistor models. 

The government effectively uses 
the radio network to promote such 
policies as its planned parenthood 
scheme through a variety of talk 
shows, features and dramas. Special 
programmes for farmers, which ad- 
vise them on such things as improved 
seed varieties coming on to the mar- 


.ket and when and how to use fertilis- 


ers of various kinds to get the best re- 
sults, have become popular. 





While the nature of most TV pro- 
gramming is different to that of radio | 
— geared mostly to urban rather than — 
rural viewers — some new program- __ 
mes have been introduced for the 
rural viewers witha TV-magazinefor- — — 
mat. One such programme deals with — 
family planning and it has been well 


recieved. 


Radio and TV are government- — 
owned and all administrations, past — 
and present, have used them for  . 
their own political purposes. No 
air time is open to the opposition  . 
— except during parliamentary ses- — — 
sions and elections. During the 7 May 
leaders of 
major parties were given time to ad-  . 
dress the nation and explain their pro- — — 


parliamentary _ polls, 


grammes. 


. Technological developments in —— 
the electronic media worldwide are __ 
forcing Bangladesh to adopt more _ 
sophisticated communications me- 


thods. For example, BTV is running 


more international stories in its ma- — 
jor news bulletins, drawing much 
of it from an international satellite — 
link-up. As a member of the Asia- 


Pacific Broadcasting Union (ABU), 


BTV is receiving Asiavision program- __ 
mes via satellite, which also include — 


some Eurovision newscasts. 


BTV receives 20 minutes of Asia- — 
vision programming each day and | 
transmits 10 minutes of its own news- 
casts and other programming via | 
satellite daily. Apart from two-way 
transmission costs, BTY pays ABU 
US$12,000 each month for the ser- 


vice. : 


The TV network is also using its — 
satellite facilities to screen interna- — . 
tional events of general or special in- — . 
terest to Bangladeshi viewers — most — 
recently the World Cup football 
matches and the haj pilgrimage in 


Mecca. 


Bari said BTY became profitable — 
last year. In 1985-86, he said, earnings __ 
exceeded Taka 140 million (US$4.6 
million), with Taka 80 million derived 
from advertising and Taka 60 million 


from licensing fees. Expenses were 
about Taka 90 million. 

Bangladesh Radio is a_ losing 
concern. In the last fiscal year, 


the network’s advertising and licens- - : 
ing-fee earnings reached only Taka 
32.5 million, while expenditure was - 


Taka 120 million. Bari said that, 
despite financial constraints, the 


BBA would try to improve all broad- 
casting facilities, programming stand- 

ards and news coverage. l 
| 2 — S. Kamaluddin 





l 
| 


! 

















Ae 


— 


2m uroebbe, " = WA v. i 
TOR d i Yak 


| | SINGAPORE 


E ge 9 AND 


| 
E 
B 
A 
| 
! 
1 
| 
I 


| By Nigel Holloway in Singapore 
S ingapore's 20-year-old birth-control 
| w9 programme has been too successful 
| and the government has begun to en- 
| courage parents to have more children. 
First Deputy Prime Minister Goh Chok 
Tong says that the falling birth rate is 
the most serious problem Singapore 
. faces and ministers have called on peo- 
| ple from all walks of life to suggest how 
. to reverse the trend. Government lead- 
ers have pronounced on the problem 
. and newspapers and TV have carried 
| lengthy features on ways to promote 
| marriage and motherhood. The prime 
| | minister s new slogan is: “At least two. 
| Better three. Four if you can afford it.’ 
Lee has for years worried about the 
. quantity and quality of his citizenry and, 
| three years ago, sparked off the Great 
4 _ Marriage Debate by expressing his con- 
| cern about the growing number of un- 
| married graduate women. The issues 
| have broadened and received fresh im- 
| — petus from the publication in the local 
F- Sunday Times in June and July of two 
| articles by Saw Swee Hock, professor of 
| statistics at the National University of 
| Singapore. He argued that because the 
| average number of children per family 
| had fallen below the replacement level 
| ofa little over two, Singapore's popula- 
| tion will, on current trends, start to 
I shrink early i in the next century. 
He outlined three possible demo- 
M trends. First, if the average 
amily size rose to replacement levels, 
the number of people would grow from 
the current figure of 2.6 million to 3.39 
million by the year 2030 and remain at 
| around that number thereafter. If 
families stayed at their current level of 
| 1.5 children on average, Singapore’s 
_ population would peak at 3 million by 
. 2010 and then decline. If fertility fell to 
1.3 children, the number of people 
. would reach its maximum level of 2.9 
million in 2010 and then decline sharply. 
The absolute size of the population is 
| perhaps less important than its age dis- 
tribution. Saw says that under the sec- 
| ond and third trends, the percentage of 
people who are older than 59 would rise 
B rom 7.8% at present to 29% and 34% 
X respectively by the year 2050. At re- 
| placement rates, the proportion would 
. peak at 25% in 2030 and then fall slightly. | 
| The actual number of births fell 
| below the replacement rate in 1975 and 
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the shortfall has grown in almost every 

year since then. In 1985, there were 
| 42,500 births, 24% less than the number 
| required to reacha steady population in 
| the next century. Saw also considered 
| the fertility rates of the three main races 
‘A npepare: Malays and Indians, he 
L : 
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| Now, birth de-control 


More babies is the prime minister's new order of the day 


said, were reproducing themselves, but 
the number of daughters born to 
Chinese mothers was 30% below the re- 
placement level of one per family. The 
shortfall among the Chinese, he con- 
cluded, exactly matched “the birth gap” 

in the population at large. At present, 
the Chinese make up about 76% of the 
population, the Malays about 15% and 
the Indians 6%. 

The implications of the overall fig- 
ures are clear to Goh. First, the falling 
birth rate will slow economic growth. If 
the workforce does not increase, then 
rises In productivity are the only way to 
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Lee: ‘four if you can afford.’ i 





generate industrial expansion. But as 
the economy becomes more developed, 
increases in efficiency become harder to 
achieve. The average age of workers 
will rise from 27 today to 43 by 2030 
(presumably on current fertility rates), 
making Singapore less attractive to in- 
vestors. The economic burden of an 
ageing population will also grow. 


qe will not be enough young men 
to defend the country, he added, 
saying he was unsure whether extending 
reserve service from the present length 
of 13 years to, say, 20 would help much. 
"You cannot assume that once you are 
born a Singaporean, you will always re- 
main a Singaporean," he said. 

Several social scientists are puzzled 
as to why the government should have 
shown such concern about population 
trends at this moment, since Singapore 
has been producing fewer babies than is 
needed to replace its people for 10 
years. Some agree that the situation will 


: —— — im - 
r £ | ` jm ee PES 
2 APERIT TIS 23 x 
, » HS I» * SLUTI A Li 14n6 r Z ve ` 





ing is not done soon. 
| ve birth rate might 
correct itself without government inter- 
vention, 

There is: strong disagreement among 
specialists. in, the field about what is 
Singapore's optimum population size: 
3.4 million people enjoying high living 
standards might choke the island's 
roads and encroach on all the remaining 
green spaces. The present population 
density is already one of the highest in 
the world, while paradoxically the 
number of rooms per person is the high- 
est in the region. 

There is more agreement about the 
factors that have led to the fall in the 
birth rate. First, the government's fami- 
ly planning programme, begun in 1966, 
has been highly effective. The "Stop at 
Two" policy was introduced with a com- 
bination of carrots and sticks which 
eventually included the withdrawal of 
paid maternity leave for the delivery of 

a third child or more, and ré 
moval of the right to use thi 
compulsory. health insurance, 
Medisave, for. the birth of more 
than the first two babies. 

Abortion and  sterilisation 
were legalised in 1969 and the 
former was liberalised four years 
later. The current abortion rate 
of 28 per 1,000 women of child- 
bearing age is now comparable 
with that of the US and West 
Germany, though lower than in 
Japan. But, because of the de- 
cline in the birth rate, abortions 
now comprise a startling 36% of 
all pregnancies each year (while 
repeat abortions comprised 35% 
of all abortions in 1983). 

Not everything can be ascribed 
to government, even in highly 
controlled Singapore. Asin other 
parts of the world, greater afflu- 
ence has led to smaller families: 
fertility rates in Hongkong an 
the city of Taipei are comparabl 
with those of Singapore. There is 
now a much higher proportion of 
women in the workforce. They are 
marrying later (at the age of 25.3 com- 
pared with 23.9 in 1975), delaying the 





first child for longer and stopping child- 


rearing earlier. Since the Chinese, as a 
group, are wealthier than the Malays 
and Indians, their birth rate has fallen 
fastest. 

More worrying for a government 
which takes eugenics seriously is the fact 
that the higher the educational attain- 
ments of women, the fewer babies they 
produce. Goh says that girls with an O- 
level certificate and above are “under- 
producing" by as much as 42% (that is, 
the average number of daughters a 
woman will give birth to is 0.58). Those 
with fewer educational qualifications 
are breeding at replacement levels. 

In this respect, the government is re- 
turning to a three-year-old theme: 
graduate men have no problem easi 
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a mate, but they show a decided prefer- 
ence for their educational infériors. In 
the: past, 54% of male graduates and 
63% of men with upper secondary qual- 
ifications wanted to marry less-edu- 
cated women. By the time-theré are as 
many female as male graduates, 41% of 
the women with degrees will remain 
single if educated men's attitudes to- 
wards marriage do not change, Goh 
Says. 


T social tide is moving towards 
smaller families, but this has not 
stopped the Singapore Government in 
the past from trying to turn the current 
in the opposite direction. The job is 
harder this time because there is an ob- 
vious potential contradiction between 
career ambitions and bigger families. 
The task is being tackled in two ways: by 
changing, first, pre-marital attitudes 
and opportunities and, secondly, the 


family plans of those already married. 
STRAITS TIMES. SINGAPORE 








In 1983, the government set up the 
cial Development Unit (SDU) to pay 
tor and to help eligible graduates to 
meet, on cruise-liners, in seaside resorts 
and at other suitably conducive venues. 
The director, Eileen Aw, claimed in 
June this year that 250 graduates had 
married as a result of the unit's efforts. 
The government also introduced `a 
scheme for graduate mothers to jump 
the queue for the schooling of their third 
child, though this measure was dropped 
last year in the face of widespread oppo- 
sition. 

Ministers are taking more care this 
time. In the words of an editorial in The 
Straits Times last month, *procreation is 
a delicate matter to be handled care- 
fully." An inter-ministerial committee 
has been formed to look at ways to raise 
the birth rate. According to local press 
reports, the group is leaving few stones 
unturned in its search for answers. It has 
considered the idea of relaxing the im- 
migration laws to make it easier for bet- 
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Singaporean schoolchildren; Goh: government concern. 


ter-qualified foreigners to marry Sin- 
gaporeans. But for political reasons, 
avenues closer to home are likely to be 
explored first. 

Among the suggestions is that the 
Housing and Development Board 
should build extra apartments to cater 
for young couples who want to live near 
to their parents, the potential baby- 
sitters. The SDU may be expanded to 
cater for single people with O-levels. It 
has already started to help those with A- 
levels. In addition, a group of paediatri- 
cians and social scientists are reported 
to be studying the evidence in support of 
the folk wisdom that an only child turns 
out spoilt and selfish. Singaporeans who 
have sent letters to the local press have 
come up with plenty of other sugges- 
tions, from increasing the number of 
creches at work to tax incentives for par- 
ents to have three or more children. 
Health workers have begun to counsel 
more intensively those planning an 
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abortion, particularly more highly edu- 
cated women. 

Some believe that the attitudes of 
educated bachelors have already started 
to change. Merely by raising the issue of 
the number of children in the family, the 
government has helped to lower inhibi- 
tions about mentioning the subject in 
public. What was once regarded as an 
individual problem is now a national 
one. 
Perhaps the biggest single change 
needed to improve people's marriage 
prospects is to give people more leisure 
time. At the moment, many people at 
the start of their careers have little op- 
portunity to do more than work be- 
tween Monday and Saturday afternoon 
and spend time with their relatives on 
Sunday. It is difficult to imagine some- 
body like Lee decreeing that people 
should work shorter hours, but if there 
is any country that can somehow 
achieve higher productivity both at 
work and at play it is Singapore. O 















THAILAND 


Chaovalit's 
chosen men 


Recent army promotions reflect 
a clever balancing act 


By Rodney Tasker in Bangkok 


Aione there were few major sur- 
prises in Thailand’s annual military 
reshuffle, the quiet hand of new army 
commander Gen. Chaovalit Yong- 
chaiyut was seen at almost every turn by 
military analysts studying the new 
power line-up. It was no coincidence 
that details of the reshuffle began to 


emerge on | September within hours 


of the retirement of former army com- 
mander Gen. Arthit Kamlang-ek from 
his remaining post of supreme com- 
mander. 

The annual promotions of senior 
military officers — with the focus on the 
army, traditionally the most politically 
influential in Thailand's power struc- 
ture — is normally awaited with baited 
breath to see which officers take over 
the key positions. With Arthit now di- 
rectly out of the scene, this year's list re- 
flected a perceived desire by Chaovalit 
to strengthen his own position in the 
army, while at the same time balancing 
the influence of various Chulachomklao 
Military Academy classes intent on 
securing dominance in the army. 

While Arthit was army commander, 
Prime Minister Prem Tinsulanond had 
to be active in diluting his promotion 
lists. As became increasingly apparent 
during Arthit's latter period as army 
chief, the general was manoeuvring to 
bolster his own power base not only via 
the army but also by trying to manipu- 


late civilian politicians. Since dismissing 


Arthit as army commander in May, 
Prem has obviously been more at ease 
with Chaovalit and while the prime 
minister's hand can be seen in some of 
the promotions, the reshuffle was main- 
ly Chaovalit's show. 

Appointments in the army big league 
reflect this. Lieut-Gen. Pisit Hemabutr, 
the 2nd Army commander, was made 
Chaovalit's number two as deputy army 
commander for one year before his 
scheduled retirement in September 
1987. Pisit is known for his loyalty both 
to Chaovalit and Prem. However, 
another contender for the position, 4th 
Army commander Lieut-Gen. Wanchai 
Chitchamnong, a known Arthit loyalist, 
found himself shunted to the less-effec- 
tive post of deputy chief of staff at the 
Supreme Command. 

More significant were the promo- 
tions of special warfare commander 
Lieut-Gen. Sunthorn Kongsompong 
and Ist Army Region commander 
Lieut-Gen. Pichit Kullavanich — both 
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several years from retirement — to as- 
sistant army commanders. Like 
Chaovalit, the diminutive but tough 
Vietnam War veteran ‘Big George’ 
Sunthorn is a Class I graduate of 
Chulachomklao and has publicly dem- 
onstrated his support for Prem during 
the prime minister's political tribula- 
tions in recent months. 

Many military observers believe that 
Sunthorn, 56, is in the best position to 
have a crack at Chaovalit's position if 
the army commander fulfils his pledge 
to retire in two years' time. On the other 
hand Pichit, a Class II graduate, is tip- 
ped for a less successful future. Pichit, 
who distinguished himself as a combat 
commander against the Communist 
Party of Thailand, is known for his past 
loyalty to Arthit. 

Those in Bangkok's inner-power cir- 
cles still label Pichit as an Arthit surro- 
gate and it is speculated that he may 
eventually be destined for the largely 
ceremonial post of supreme command- 
er — now filled by Adm. Supha Koja- 
seni — rather than a really powerful 
military slot. According to military 
sources, Pichit has been a disgruntled 
general since the announcement of the 
new promotions, perhaps feeling that 
he was better qualified than Pisit to be- 
come deputy army commander. 


ieut-Gen. Wanchai Ruangtrakul, 

who has been promoted to a four- 
star rank as army chief of staff, is viewed 
by senior army officers as a consummate 
staff officer. And at the age of 51 he has 
more time on his side than the other 
contenders for the top army job. Wan- 
chai is also from Chaovalit’s Class I. In- 
terestingly, another Chaovalit loyalist, 
Maj.-Gen. Panya Singsakda, who was 
widely tipped to return to the south as 
4th Army commander, has been given 
another key position as assistant chief of 
staff for operations. 

While Chulachomklao Class I, which 
now has 21 generals in the Thai army, 
now rules the roost, Class V officers — 
in Thailand’s military class-conscious 
society — are also conspicuous in the 
new line-up. The class now has more 
than 30 army generals and controls 
seven of the country’s 13 infantry divi- 
sions. Leading Class V lights are Lieut- 
Gen. Suchinda Kraprayoon, 53, who 
has been promoted from assistant to 
deputy army chief of staff, and Maj.- 
Gen. Vimol Wongvanich, who takes 
over from Sunthorn as commander of 
the special warfare force. 

Evidence of what one military 
analyst described as Chaovalit's attempt 
to “balance the classes and institute 
power sharing" was illustrated by the 
appointment of the new commander of 
the strategically important, Bangkok- 
headquartered 1st Army Region. It is 
known that Class V graduates lobbied 
strongly on behalf of one of their own, 
2nd Army Region's deputy commander 
Maj.-Gen. Issarapong Nunpakdi, to as- 
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sume this position. But Chaovalit de- 
cided that a Class IV graduate, former 
Ist Army Region deputy commander 
Maj.-Gen.  Wattanachai — Wuthisiri, 
should succeed to the post while Is- 
sarapong was promoted to 2nd Army 
Region commander. 

Wattanachai, who also fought in the 
Vietnam War, is regarded as a first-rate 
officer, and his promotion and that of 
Issarapong reflects a desire by 
Chaovalit that senior officers should 
move up steadily through merit — and 
along established procedures — rather 
than have their targeted positions 
usurped by politically chosen stars from 
other army units. 

Further evidence of Chaovalit’s de- 
sire to balance the classes was the fact 
that Chulachomklao Class VIII 
graduates gained a sizeable share of the 
promotion goodies. Officers from this 
class moved into three more divisional 
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commands, giving them charge of five 
divisional commands with a total of nine 
generals. There is some antagonism be- 
tween Class VIII and Class V, with the 
former considering themselves to be 
combat officers while regarding the lat- 
ter as mainly staff officers. 

Class V officers are reported by mili- 
tary sources to be uneasy not only over 
the promotions from Class VIII, but 
also over the earlier reinstatement of 28 
"Young Turk” officers from Class VII. 
The Young Turks led the unsuccessful 
coup against the Prem government in 
April 1981. Thirty-eight of their officers 
were subsequently dismissed from the 
army and have since made several ap- 
peals to be reinstated — more recently 
championed by former Young Turk of- 
ficer Maj.-Gen. Chamlong Srimuang, 
the current Bangkok governor. 

One theory as to why Chaovalit, and 
ultimately Prem, was convinced that 





they should be allowed back into non- 


sensitive, non-command positions in 
the army is that Chaovalit realised that 
the  middle-ranking officers com- 
manded a great deal of loyalty and com- 
radeship among the lower ranks, and 
that their reinstatement would help to 
promote unity in the ranks. Chaovalit is 
known to have quietly helped the dis- 
credited officers financially and with 
other favours during their sojourn in 
civilian life. 


Ithough Prem's influence over mili- 

tary promotions has noticeably di- 
minished, his direct hand can be seen in 
several of the appointments. Prem's 
personal aide, Maj.-Gen. Mongkol 
Ampornpisit, becomes commander of 
the Kanchanaburi-based 9th Division, 
one of three combat formations regu- 
larly rotated to handle frontline defence 
duties along the Thai-Cambodian bor- 
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der. And hidden among the appoin.- 
ments is the promotion of Col Surayuth 
Chulanont, who moves from command 
of the 1st Special Forces Regiment to 
take Mongkol's job. Surayuth served in 
the prime minister's office in the early 
1980s, acting as Prem's personal assist- 
ant in the rice-price stablisation scheme. 

For the moment Chaovalit's army is 
seen to be a force hewn not only to the 
army commander's liking but also to 
serve as a powerful underpinning of 
Prem's government. The army chief is 
perceived to have the ambition of suc- 
ceeding Prem as the prime minister — a 
perception heightened by his public 
stance that he will seek early retirement 
from the army. The army leadership will 
continue to come under close political 
scrutiny, despite Chaovalit's longstand- 
ing pledge that he intends to upgrade its 
professional, rather than political, 
status. 
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A guide to doing business 


The re-opening of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world's largest potential market. 


As Huan Xiang, a member of the Standing 
Committee of the People's Congress and 
adviser to the Chinese Academy for Social 
Sciences, explained at a conference in Bei- 
jing in May 1985: 


The policy of opening up to the outside 
world has become a long-term fundamental 
policy of the government. The government 
first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
cooperative production projects and all- 
foreign-owned firms. ” 


In 1984, the 14 coastal cities alone signed 
.over 400 agreements on utilising direct 

reign investment and nearly 1,000 agree- 
ments on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
total of loans. 


This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume and channels of doing foreign 
business, the forms of doing business 
and the legal, regulatory and tax environ- 
ment. 


It also provides practical information on 
the many do's and dont's through the use 
of enlightening case histories. 
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Cartoon depicting a1 emen note over the eyes of a cadre; uni Raray students: fa peper Children. 
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Some are more equal than others 


A new Chinese class 


By Louise do Rosario in Peking 

|! The common image 
| of a top cadre's off- 
PA spring, or gaoganzidi, 
is that of an undisci- 
plined and lazy young 
fellow, more in- 
terested in women 
and wine than in study 
and work. Yet he gets the best jobs and 
is the object of flattery by those who 
need things done. There is just one 
snag: the favoured son's (or daughter's) 
status depends entirely on the fortunes 
of his parents. These can be volatile in 
China. Even so, these children now 
form a new privileged class in a sup- 
posedly classless society. 

Children of communist party stal- 
warts were labelled as a special group in 
China as early as 1948 when some of 
them (including the sons of Mao 
Zedong and Marshal Ye Jianying) were 
sent to the Soviet Union for training in 
preparation for a promising political 
career. Bureaucratic privileges in those 
early days, however, were fewer and 
less entrenched because the govern- 
ment and the economy were simpler 
and smaller. 

In 1949, gaogan, or senior Officials, 
were the dozens of leaders in a new gov- 
ernment consisting of 720,000 cadres, 
most of them relatively young peasants 
who had fought in the revolutionary 
war. Gaogan today are the estimated 
500,000 to 1 million officials who hold 
the rank of grade 13 or above in China’s 
cadre salary system which has more 
than 20 grades. (Peking, the centre of 
power, has the largest number of 
gaogan because of its many ministries, 
important academic and research insti- 
tutes and other government organs.) 
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A wider definition of a gaogan now is 
anyone who exercises great power 
within his own area. The party secretary 
of a small remote county, for instance, 


lives like a king within his territory. If 


these petty but powerful local officials 


are included, the children of gaogan 
must run into the M hundreds of 
thousands. 


Gaoganzidi today assume a higher 
profile in Chinese society as a privileged 
group for various reasons. First, as the 
number of high officials has multiplied 
there are more of them around. From 
pampered children brought up in lux- 
ury, gaoganzidi are now adults active in 
political, commercial and social circles. 

Retirement of old cadres in recent 
years is another important factor. From 
1982-83, half of the party central com- 
mittee members and 950 top provincial 
leaders retired. With the speeding up of 
the party's rejuvenation effort, more 
senior officials are expected to quit at 
the next party congress scheduled for 
next year. Until recently, cadres.did not 
have to think about life after retirement 
since life-long tenure guaranteed the 
life-long privileges associated with one's 
political authority. Although most of 
them will continue to enjoy on retire- 
ment the existing level of material com- 
forts in terms of income, housing, 
domestic personnel and even cars, the 
power which has brought them numer- 
ous other intangible benefits through- 
out their careers will be gone. 

Since privileges of bureaucrats are 
derived from their control rather than 
possession of public property, they have 
little to pass on to their children in terms 
of wealth and other material assets. The 
best way to ensure continued privileges 





e "UD: 8 (,.)R 


is to secure well-placed jobs for one's | 


children. The father can pave the way for 
the son's career by exercising his au- 
thority within his unit, calling on an old 
war comrade or doing similar favours 
for the children of his colleagues. 

A university engineering graduate in 


his early 40s said that his former 
classmates with good political 
backgrounds had been promoted 


rapidly during the past two years. A Pe- 
king resident recalled how the corpse of 
a grade 11 cadre remained in the hospi- 
tal for over a month while his family 
members bargained with his superiors 
until they provided them with the jobs 
they wanted. The cadre had died too 
suddenly for him or his dependants to 
arrange the best deal for themselves. 


he official media has admitted that 

nepotism is widespread. “Some 
cadres have busied themselves with pro- 
moting, by hook or by crook, their own 
children, friends and relatives, estab- 
lishing connection networks,” reported 
the People’s Daily in March 1986. “The 
speeches of leading cadres about com- 
munist ideals can hardly sound convinc- 
ing if the audience gossips about how 
their children . . . have violated discip- 
line and made a fortune by doing busi- 
ness and by relying on their family's in- 
fluence and connections. " 

Nepotism is a deep-rooted tradition 
closely associated with imperial Chinese 
officialdom. The current popular saying 
that *a good papa is worth more than 
knowing much about mathematics, 
physics and chemistry" echoes the old 
proverb that “when a man becomes an 
official, even his dogs and chickens go to 
heaven." The traditional Chinese coh- 
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cern for the continuation of family repu- 
tation and success is another factor. 
"Hoping that one's son will grow to be a 

agon” is something shared by Chinese 
parents throughout history. Old rev- 
olutionaries, having spent years fight- 
ing bitter guerilla wars to help establish 
the present regime, believe that their 
family members should now share the 
rewards. | 

Nepotism flourishes in China today 
against the background of a connection- 
oriented society. People believe that re- 
lationships are more advantageous than 
institutions. The big swings in policies 
over the years have convinced many 
cadres that the most steady factors in 
life are their dependants and not 
policies. Trained to survive political 
fluctuations, cadres have learnt to make 
hay while the sun shines. 

Just as recent economic reforms 
have created new money-making op- 
portunities for hardworking peasants 
and enterprising private merchants, 
gaoganzidi have not been left behind. A 


more diversified economy has opened 


re and not fewer doors to them, of- 

ing monetary and non-monetary ad- 
vantages that no nouveau-riche peas- 
ants can hope to share. 

A top official’s son in Peking, for 
example, can go in and out of high-class 
foreigners’ hotels without being ques- 
tioned by door guards. He probably 
lives in a lovely, traditional-style house 
in the quiet Xicheng district, complete 
with gardens, large rooms and hot- 
water supply. In contrast, no amount of 
money will permit a peasant or ordinary 
worker to go near such forbidden places 
as luxury hotels or districts where lead- 
ers live. Nearly all urban families live in 
small, cramped homes where having hot 
water is rare. A rich farmer is slightly 
better-off: he can build a large house on 
his plot of farmland, an impossibility in 
the cities. 

Then there are the educational ad- 
vantages. In the early 1960s, children of 
leading communist party members in 
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Peking were congregated in the capital's 
two elite secondary schools. Accus- 
tomed to nannies and private tutors, 
these spoilt children were called “little 
treasure pagodas" during the Cultural 
Revolution. 

Although an area-based, seat-alloca- 
tion system is now enforced for primary 
and secondary students, string-pulling 
can still get the unqualified admitted to 
the *key schools" which are equipped 
with better facilities and teachers. 


he university entrance examination, 

revived in 1977, has reduced but not 
totally eliminated abuses in student en- 
rolment. . When universities were 
reopened in 1977, gaoganzidi were 
among the first to enter. (This period is 
commonly known as the “second wave” 
or the second occasion when party lead- 
ers’ children were able to get the best 
deal because of their special status. The 
"first wave" was during the Cultural 
Revolution when young people were 
sent to the countryside to do hard 
labour. The favoured children were the 
first to get wind of the new policy and 
enrolled for military service in time to 
escape the harsher life on the farms.) 

Using connections to get a university 
place today is still possible, though 
more difficult. One source said a cadre 
must be at ministerial level or above be- 
fore he can exert influence on university 
officials to accept his unqualified child. 
In the capital, Peking University is said 
to be a haven for leaders' children. They 
are mostly found in the foreign-lan- 
guage and arts departments, popular 
because these courses are less demand- 
ing and they offer travel and other op- 
portunities on graduation. During the 
student unrest in late September last 
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year (REVIEW, 9 Jan.), a list of 200 


gaoganzidi studying at the university 
was put up on campus, adding more fuel 
to the already tense situation. 

The most-prized educational oppor- 
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tunity — to study overseas — again goes | 


to these children. In the 1950s to 1960s, 
a small number were able to go to the 


wave," sons and daughters of senior of- 
ficials comprise a large proportion of 


the estimated 30,000 Chinese now ha 


studying abroad. The rest are usually 


hardworking children of intellectuals, 


or those with relatives overseas. 





Ve 
MI 


The Hongkong-based Ming Pao | 


monthly recently printed a who's who 


on well-known mainland Chinese in 
overseas universities. 


Deng Zifang |. 
(Deng Xiaoping's youngest son) and his - 


f. 


wife Deng Xiaoyuan both studied at — 


Rochester University in the US; Liu | 


Tingting (former state chairman Liu - 
Shaoqi's second daughter) was at Bos- | - 
ton University and her youngest sister | 

Liu Xiaoxiao at West Germany's Bonn | — 


University. Bo Xiangjiang (a vice-chair- 
man of the Central Advisory Commis- 
sion) studied at Brandeis University 


while his sister Bo Jieying went to the — 


University of Massachusetts. | 


On leaving university one must finda | - 


job. Most jobs in China are assigned by 
personnel officers whose final decisions 


cannot be overturned by the job appli- J^ 


cant. Senior cadres can beat the system, 
however, and arrange through friends 
and relatives plum assignments for their 
children. Gaoganzidi sometimes jump 


aN 


from one job to the next until they find — 


the best one. In the past, the ministries 
of foreign affairs and foreign trade were 
staffed heavily by gaoganzidi who 
wished to be posted overseas. “Cultural 
units” such as film companies and news- 
papers were also popular because of the 
wide exposure and prestige they offer- 
ed to aspiring individuals. 

With the rush of foreign investment 
into China since 1978, the “superkids” 
have a wider choice of new, fashionable 
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— | jobs at Sino-forei goes ifes 2 
| other erade-oriented companies. 
— | China International Trust and Invest- 
ment Corp. (or Citic, headed by Rong 
Yiren, heir of a wealthy family in pre- 
communist China) and Everbright In- 
dustrial Corp. (headed by Wang Guang- 
- | ying, brother-in-law of Liu Shaoqi) are 
y their favourites. These two new enter- 
; 





prises, set up with strong State Council 
backing as symbols of China's new way 
. of doing business, provide their top 

= | executives with air-conditioned, luxury 
Offices, cars, smart Western-style suits, 
higher pay and overseas business trips. 
| Another sought-after job is a posting 
a to Hongkong, where hundreds of main- 
BH. 


land companies have offices. At Xinhua 


| newsagency, senior posts are filled by 
| those coming from influential families. 
| Qiao Zonghuai, Xinhua's vice-secret- 
| ary-general, is the son of the late foreign 
minister Qiao Guanhua. Geng Yan, a 
Xinhua director, is the daughter of 
Geng Biao, the former defence minister 
and now a National People’s Congress 
standing committee member. 
| Four out of the nine ministers pro- 
| moted in July 1985 come from well- 
| known, influential families. Vice-Premier 
| Li Peng, minister in charge of the State 
| Education Commission, is the son of a 
| communist martyr Li Shuoxun and, as 
an orphan, was brought up under the 
uidance of an old family friend, Zhou 
nlai. Li Tieying, minister of electro- 
nics industry, is the son of a famous rev- 
. olutionary, Li Weihan. Ding Henggao, 
| minister of the commission of science, 
.| technology and industry for national de- 
n fence, is the 
Rongzhen, a former top commander in 
the military. And Zou Jiahua, minister 
| of ordinance industry, is the son-in-law 
| of Marshal Ye. 
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| Yo had his family members well- 
placed before he retired last Sep- 
_ tember at the age of 87 from the polit- 
buro's standing committee. His son Ye 
3i E has just been made the new 
| governor of Guangdong province, and 
. his daughter-in-law Wu Xiaolan a vice- 
mayor of Shenzhen. 
| Before new rules in 1985, there was 
| no regulation prohibiting state cadres 
| from setting up companies or engaging 
| in other business. Senior officials, who 
.| determine the distribution of raw mat- 
| erials and bank loans, rushed to form 
| thousands of trading firms. In this 
| “fourth wave," family members joined 
| forces, with the father drawing up plans 
_ | while the son did the leg work. Com- 
.| pared with the previous three “waves,” 
| this activity has been the most harmful, 
| resulting in widespread malpractice, 
millions of dollars worth of financial 
loss, and jeopardising the reforms. 

In the heyday of this business fever, 
many Hongkong businessmen often 
met young Chinese who claimed they 
could arrange profitable deals quickly 
through their connections. Some main- 


Ihe 


son-in-law of Nie. 


FT | land. ibis ern or. so naden al 
contract requirement that they or their | 


children be able to work or travel over- 
seas in the name of an official inspection 
or study trip. “Colour TVs and re- 
frigerators are not enough às commis- 
sions," said one Peking-based trader. 
Foreign businessmen have fewer such 
experiences, because Chinese officials 
feel unéasy about arranging such deals 
with outsiders deemed to be unfamiliar 
with the subtleties of Chinese culture. 

This so-called *unhealthy tendency" 
has penetrated all levels of the bureau- 
cracy. Stories circulating in and outside 
China describe in vivid detail the com- 
mercial empires run by high cadres' 
children in Shenzhen and other open 
cities. If these unconfirmed reports 
are true, few of the 30-plus members of 
the politburo can safely say their child- 
ren have not been involved. The official 
press, while denouncing in general the 
unauthorised trading, has refrained 
from criticising anyone by name. 

With the crackdown on corruption 
mainly on lower levels, most gaoganzidi 
have disbanded their companies. In 
April of this year, the People's Daily re- 
ported that 27,000 illegal 
trading firms involving 
67,000 state cadres were 
under investigation. The 
sentencing of Ye Zhifeng, 
daughter of party central 
committee member Ye 
Fei, to 17 years’ imprison- 
ment in April this year, is 
another strong warning. 
The younger Ye, a deputy 
section chief of a trading 
company, was accused of 
disclosing state secrets to 
a Hongkong businessman 
and of exerting pres- 
sure on other state com- 
panies to conclude con- i 
tracts with her Hongkong E 
partner. $ 

Ye's accomplice, who 
was believed to be acting 
more on her instructions than on his 
own initiative, received a heavier sen- 
tence of life imprisonment. What was 
intended to be a genuine attempt to 
clamp down on “corrupt tigers” thus 
raised another issue: that gaoganzidi are 
treated with greater leniency before the 
law. Even armed with the full evidence 
of gaoganzidi offences, law officers 
often have to weigh carefully possible 
political and other consequences before 
proceeding. 

There is strong resentment among 
ordinary Chinese that gaoganzidi have 
been able to make so much money 
quickly during the “fourth wave" with- 
out being punished as some petty offi- 
cials have. But, aside from complaining 
among themselves, most people have 
accepted it as a fact of life. They expect the 
"fifth wave" — another golden opportu- 
nity enabling gaoganzidi to reap the 
greatest benefits — will soon come. D 





Li Tieying; Li Peng: influential families. 
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E Even before the rev 
\ 3 olution, the Chines: 
gi i Communist Party wa 
aware of the dange 
of its members be 
coming a privilege 
group. From 1942-44 
the party launche: 
the first of its rectification campaigns 
partly sparked by worries ove 
privilege, 

Since then, political campaigns hav: 
come and gone aimed at cadres vari 
ously accused of subjectivism, indi 
vidualism, bureaucratism, changing col 
ours, deviating from the mass line — al 
shorthand for cultivating habits of ai 
elite. 

In 1953, Mao Zedong warned ina di 
rective that “large numbers of fine co - 
rades who are highly placed, receivi 
fat emoluments and living in style’ 
should not succumb to the temptation o 
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“sugar-coated bullets" through luxun 


. ous living. In 1956, Mao repeated tha 


cadres must be wary of developing int: 
a strata of aristocrats alienated from th: 
populace. Indeed. one of the reason 
for launching the Cultural Revolutioi 
(1966-76) was to short-circuit the forma 
tion of an elite caste. 

In all these movements, the method 
used to “bring lofty officials down to th 
masses" have included: education, self 
criticism, purges and persuasion. On 
innovative method, dubbed the “down 
ward transfer" movement, sent cadre 
to the countryside to “learn from th 
masses" through labour. 

Through it all, the common theor 
had it that the problem of amassin, 
privileges stems from an individual's at 
titude and behaviour rather than fron 
the communist structure, echoing th 
Confucian concept that a good officia 
rules more by morality and compassioi 
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MD-11: The widebody that widens 

profit margins. With our DC-3, cornmercial 
aviationbecamee profitable proposition. Our 
new MD-11 increases profitability much more, The 
MD-Il'combines thereliability of pröven tri-jet 
design with the best of new technology: Digital 
coCkpit improvements that allow a flight deck crew 
of two. Wing-tip winglets and a smaller, lighter 
horizontal stabilizer that help increase range to 
6,700 nautical miles. Advanced high-efficiency 
engines and more. The net result: Operating costs 
35% lower per trip than those of four-engine 
widebodies now in service. The new MD-11. It's 

a three-engine profit center. 
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AR FROM THE MADDING CROWD, 
ELAX IN THE COMFORT OF 


HE SUPERCLUB SEAT 


nE WIDEST BUSINESS GLASS SEAT ww tie anr. 
| -ABREAST SO YOU CAN CUT OUT THE MIDDLE MAN. 


NJOY PANORAMIC WINDOW VIEWS OR. THE FREEDOM OF THE AISLES. 


JRITISH AIRWAYS — 


The worlds favourite airline. 





NOW APPEARING | 
ON ALL BRITISH AIRWAYS 
FLIGHTS TO LONDON 
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Nationals new telephone display 
really helped us spend less time 





—and money! 


Our office's monthly telephone bills were 
entirely too high until we installed National's 
advanced JX-1232 telephone system. Each 
telephone features a big LCD display that helped 
us cut expenses in a hurry. 

Want to know how long you or someone 
else has been talking? The display will show 
you with either digits or an easy-to-read bar 
graph. It can also give you the total call time 
for each or every extension in the system, 
numbers that have been dialled, and even the 
time of day. Talk too long, and a preset alarm 
will sound. What better way to encourage cost- 
conscious communication? 





The JX-1232 Business Telephone System 

* Versatile and reliable enough for the demands of 
today's automated office. * 12 central office lines; 32 
extensions. ® Standard, display, display/speakerphone, 
and power-failure-operative " 
telephone models available. j 
* One-touch dialling (up to 

16 digits). e Dual-colour 
LEDs light green for your 
line, red for other lines in 

use. eOptionaldirec- — 
station-selector connects | 
extensions at the touch 

of a button. 


Choose from our broad line of 
JX Series telephone systems. 
One is just right for your office! 
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National, Panasonic and Technics are the brandnames of Matsushita Electric. 
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Secure your Overseas Deposits 
with the worlds leading bank. 


It's as easyas ABC. 








Citibank Asian Banking Center. 


Asian Banking Center was created to help Backed by the world’s leading bank. 


individuals and businesses diversify their Citibank has more than 80 years’ experience 
assets and to look after their particular in Asia. We have 2600 branches 


financial needs. and offices in 95 countries, and 























Citibank has established our total assets exceed 
Asian Banking Centers in — billion. 
Singapore, Hong Kong, & At Asian Banking 


San Francisco, Guam, 


b à Center, you can make 
USA and Canada. Y C 


. use of Citibank's 

A whole new financial expertise 
world of financial worldwide. 
opportunities. | 
Our Asian Banking © Confidential 
Centers are located investment officers. 
in places where there : A skilled professional, 
is no tax withholding? your Personal Financial 


Officer will handle all 
your deposits and transac- 
You can deposit in any major ^ tions and tailor specific finan- 
currency, with a range of maturity "v cial packages and investments 
periods and auto-renewal facility. | for you with the utmost discretion. 


(except for Canadian 
dollars placed in Canada). 


You can invest in precious metals and arrange Find out how easy it is to open an account 
for credit facilities, foreign exchange with Citibank. Just call us on any of the 


and remittances to any part of the world. private numbers listed below. 


CITIBANK GS 
The world’s leading bank 


Asian Banking Center: For more information, args fill in the coupon or attach a name card and 
: mail to the location of your choice. (All correspondence will be treated in the 
* Singapore: 1 Shenton Way, Singapore 0106. Tel: 224-5757. Telex: RS22462 strictest confidence.) 
CITABC or 268 Orchard Road, Yen San Building, Singapore 0923. Tel: 732-2288. [^ ee TCI Mm eon ee. Oman. ae or 
Telex: RS37446 CITABC. 





* Hong Kong: Lee Gardens, 37 Hysan Avenue, Causeway Bay, Hong Kong. 
Tel: 5-761390. Telex: 73243 FNCB. 


* San Francisco: Citicorp Center, 24F, One Sansome Street, San Francisco 
CA 94104, USA. Tel: (415) 627-6495. Telex: 278374 CTBK UR. 


* Guam, USA: Citibank NA, 402 Marine Drive, PO Box FF, Agana, Guam 96910. | 
Tel: (671) 477-9881 thru 8. Telex: 7216159 CITIBK. | 


. 
* Canada: Toronto: 463 Dundas Street West Toronto, Ontario, M5T 1G8 Canada. 
Tel: (416) 977-7272. Telex: 06-23626 or Vancouver: 612 Main Street, Vancouver, 


B.C. V6A 2V3 Canada. Tel: (604) 682-7373. Telex: 04-508367. Country el: 
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has fixed rales? Coucou S veforin 
focused on the minds of cadres and not 
on establishing strong “institutions to 
check abuses of power. Organisations 
such as the People’s Congress, as a re- 
sult, have been weak watchdogs without 
real power or independence from the 
party. 

Since 1979, as the economic reforms 
have been unfurled, the problem of 
cadres abusing their positions for per- 
sonal gain has become more serious and 
a source of trouble for the party. While 
the social ladder has been altered some- 
what under the reforms, cadres are still 
the main beneficiaries. Bureaucrats, the 
gatekeepers of resources at all levels, 
continue to make up the largest and 
most easily discernible privileged group 
in China. 

When the people’s republic was es- 
tablished in 1949, the bureaucracy had 
only 720,000 state cadres, most of them 
peasants and soldiers. Following a mass 
recruitment, more careerist officials 
joined, bringing the total to 
8 million by 1958. Then, one 
out of every 80 residents of 
China belonged to the 
party. Today, one out of 
every 25 Chinese is a party 
member. 


random survey con- 
ducted by this writer 
among many Chinese re- 
veals that the 10 privileges 
enjoyed almost exclusively 
by top cadres are (in order 
of preference): overseas 
trips, a promising political 
career, a spacious and well- 
furnished flat, a well-paying 
job with perks, high income, 
a car, opportunities to move 
in exclusive circles and places 
(such as deluxe hotels), ac- 
cess to controversial video 
tapes, films and books, and 
opportunity to receive 
higher education or to study abroad. 
Top cadres also have changed their 
tastes as once-exclusive benefits be- 
come fashionable and more available. 
The Red Flag limousine, for instance, 
once was a status symbol. Now it is re- 
garded as clumsy and ugly, and officials 
prefer Mercedes, Toyotas or Audis. 
And for the most senior officials, a 
group of about 50 including the vice- 
chairmen and deputies of the major 
party organisations, there is a standard 
package of perks. Each is provided with 
three vehicles (a Jeep, a 380 EL Mer- 
cedes Benz and a Red Flag limousine), 
30 security guards, a flat of 600-1,000 m? 
outfitted with furniture and carpets, 
luxury train carriages (equipped with 
reading rooms and bathrooms) and pri- 
vate planes for official trips. 

_A special office, called the State 
"Council's General Affairs Management 
Department for state organs, handles 
the daily, details for top officials down to 


Mao: Chen: 
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nanny. At the provincial, county and 
municipal levels, there are similar or- 
ganisations. 

From remote counties to cities, 
cadres have more opportunity to divert 
resources for their own use. Embezzle- 
ment of public funds, bribery, smuggl- 
ing, speculation in rare goods and 
foreign exchange by cadres have all be- 
come commonplace occurrences. These 
are abuses, though, beyond the stand- 
ard privileges the state has nurtured for 
party officials. 

Chen Yun, a veteran luminary of the 
party, has said scuttling these abuses is 
“a matter of life and death" for the 
party. Peking, however, has had great 
difficulty in plugging the many 
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loopholes popping up in the constantly 
changing economic climate. The trend 
towards decentralisation, the sheer size 
of China and the slack organisation of 
the party and the government, hamper 
efforts at reform. Usually reacting to 


ME 
corruption crackdown. 


abuses, the government has issued a 
series of new laws and regulations spell- 
ing out what officials can and cannot 
do. This year, a collection of officials 
have been sent to jail, and a handful 
have even been sentenced to death for 
committing economic crimes. 

Chen has been placed at the helm of 
the Central Discipline Inspection Com- 
mission, created to crack down on cor- 
ruption. These laws and institutional 
checks and balances are a move away 
from relying on moral exhortation or 
mobilising mass campaigns to rout out 
abuse. The clout of these new weapons, 
however, has been dulled by the le- 
niency officials have sometimes shown 
to colleagues who have been caught. 
Red Flag, for instance, criticised cadres 
for “turning big problems into small 
ones, and small problems into no prob- 
lems at all if the persons involved are 
their superiors, subordinates, col- 
leagues or friends." — Louise do Rosario 
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By David Bonavia 
B All communist coun- 
M tries have severe | | 
%4 problems with legal | 
and illegal privileges | 





enjoyed by. ruling | 
| elites and their | 
uu arua cohorts. Periodically | 


their governments try | 
to crack down on unfair distribution o! 
wealth and amenities, but in the end are | 
defeated by the fact that suppression. rm 4 
privilege may adversely affect high offi- 

cials and their own families. Ji ^" 

The most important privilege en- | 
joyed by the upper strata of Soviet, 
Chinese or East European countries is 
freedom to travel, to study abroad, or l 
veloped countries of the West, whose | 
customs, speech and ideals they often - | 
come to share, if only in their hearts. - 
They may also opt not to go home. " 

Next comes the whole tapestry of — 
material benefits enjoyed by the leaders : 
and their most important helpmates. | 
There are special shops for the high-ups Y 
and their families, whereas peo i: E 
lower down the social scale may be a 
to get their hands on foreign currenc $4 
certificates — and even dollars — so. 
that they can shop at the Beriozka stores 
in the Soviet Union, or the Friendship x 
Stores in China. ty d 

Privilege is not restricted to foreign - 
travel and hard-currency shopping, 
however. Education, health, vacation $i 
sites, and access to cars are among the — 
areas of social life where high officia ls. 
can obtain better facilities. 

Children of high cadres are often | 
sent to special schools, where they a 
expertly crammed with orthodaal = 
knowledge about domestic and externz p | 
history and policies, in addition to scien- 
tific, humanitarian or technical studied 
which guarantee them good jobs. This 
makes them arrogant supporters of the. 
existing system, and only the most inde- 
pendent or rebellious spirits will chal- 
lenge the value-system they have beeni 
taught. = 

To enter university the ordinary 
school-leaver will have to ee 
rigorous educational and political | 
checks. In the case of the offspring o E] 
high cadres, the checks may be waived 
on grounds of family ties or influence. 
Thus a semi-hereditary ruling class. 
comes into existence. » 

It can be argued that high officials in | | 
communist countries are only doing | 
what successful business executives | 
and high officials do in the West. But - 
this argument ignores the fact that | 
communist countries represent them: | 
selves as implementing Marxist ideas — j 
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Since the death of Mao Zedong in 
1976, the need for material incentives in 
. à socialist economy has been firmly es- 
tablished by the leadership group 
around veteran statesman Deng Xiao- 
ping. Deng's philosophy embraces a 
high degree of private enterprise and 
_ approves the idea of individuals getting 
rich through harder or more efficient 
work, new inventions, rationalised pro- 
duction techniques and other progres- 
sive factors. He does not, however, 
countenance nepotism. 

Deng’s opponents claim that en- 
couraging people to work harder and 
more creatively for bigger incomes is 
corrupting socialist ethics. People all 
over China now flaunt their obsession 
with material possessions. 

— Stalin was opposed to the levelling of 
incomes in the early decades of the 
Soviet Union’s existence. The favourite 
labour hero was a miner named 
Stakhanov, who not only shovelled 
more coal than everyone else, but ac- 



















By Linda Jaivin 
Power,” Mao Ze- 
w, | | dong once pro- 

: Jge4 claimed, “grows out 

"X TE M ofthe barrel of a gun." 

a “Power also grows out 

b. a of the halls of bureau- 

HEU cracy. In China, the 

* sons and daughters of 

those who hold the guns and sit at the 

desks of power enjoy an inordinate 
share of it as well. Yet, while the off- 
spring of high-ranking cadres, the gao- 
ganzidi, and military officers enjoyed 
state-granted favours such as better edu- 

cational opportunities as early as 1949, 

heir emergence as a new and highly 

privileged class may be linked directly 

with the Cultural Revolution (1966-76). 

— In 1966, Mao ordained the Red 

Guards and unleashed them on society; 

in 1967, when Mao’s “little generals” 

had brought the nation to the brink of 
civil war and economic collapse, he call- 
ed in the People’s Liberation Army to 
estore order. Soon, the military virtu- 
ally ruled the nation. They saw to it that 
rains ran, farmers farmed and factories 
stayed open. When schools were 

'€-opened several years later, the PLA, 

tself a great repository of illiterates, 

sven assumed a leading role in educa- 
tion administration. 

.— But unrelenting political campaigns 

had left industrial and agricultural pro- 
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Deng; Khrushchev: 'revisionist' tendencies. 





tually got paid overtime rates and be- 
came relatively well-off. 
Money is not the most important 
material privilege in communist coun- 
tries. Some families in China and East- 
ern Europe amass small fortunes under 


Dragon from dragon, 
| phoenix from phoenix 


duction in a state of hopeless chaos. 
Everything from fruit to wristwatches 
were in short supply. Not surprisingly, 
army officers — and their families — 
were in a position to command more 
than others. Many of their children be- 
came "fixers," bargaining and bullying 
on the basis of their access to scarce 
goods and powerful people. 

In her Cultural Revolution memoir 
Life and Death in Shanghai, author 
Nien Cheng describes her surprise the 
first time she ever came across one of 
this special, arrogant breed. A young 
man, he wore an army jacket over trou- 
sers of a good quality, grey worsted wool 
that would have cost an industrial 
worker 20 days' pay: on his wrist 
gleamed a gold watch, and on his feet he 
wore slickly polished black leather 
shoes. “I was puzzled,” writes Cheng, 
"who he was and how he dared to ap- 
pear so well-dressed . . . Was he not af- 
raid to be mistaken for a class enemy?" 
Later, she learned that *his appearance 
was typical of the sons of senior army 
commanders. The khaki jacket was a 
hint that the wearer was connected with 
the armed forces and, therefore, above 
the law." 

One of the most infamous, if ex- 
treme, examples of this type was Lin 
Liguo, son of Marshal Lin Biao. Lin 
Biao was accused of conspiring to kill 
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' interest rate on savings is too 
‘low. The Chinese leadership 
is trying to coax these funds 
out from under the beds to 
chase néw consumer pro- 
ducts, but marketing organi- 
sations remain inefficient 
and blindly obstructive. 

The biggest privilege en- 
joyed by senior party offi- 
cials and their offspring is 
their relative immunity to 
the law. A serious misde- 
meanour such as graft, black- 
market operations, sexual 
harassment or even rape 
can be overlooked by the 
police if the culprit has party, 
military or KGB connections 
at a high enough level. In 
cases which come to court in 
the judiciaries of communist 
countries, guilt is usually assumed. 
The important thing is to stay out of 
court, and this is made easier for people 
who exercise high authority or protect 
their delinquent children or grand- 
children. 
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Mao and died fleeing to the Soviet 
Union when the plane he and his family 
were in crashed over Mongolia. Before 
that, however, his power was second 
only to that of Mao himself. Lin Liguo is 
reputed to have brazenly ordered ship- 
ments of Playboy and Penthouse 
magazines from Hongkong and re- 
cruited a harem through an elaborate 
process involving “medical examina- 
tions” and one-way mirrors. Lin Liguo's 
access to even security items was so 
complete that it is said he even bugged 
his mother's telephone calls. 

Like many other sons and daughters 
of military officers, Lin Liguo had him- 
self joined the army. The ones with the 
best connections, like him, became 
members of the air force, considered 
the most prestigious branch of the 
Chinese armed forces. Now that making 
money is fashionable, they are pulling 
strings to get into international trade. 


U nlike their military counterparts, the 
children of many civilian cadres ini- 
tially had a rough time in the Cultural 
Revolution. Mao's injunction to *bom- 
bard the headquarters" led to a sweep- 
ing, indiscriminate attack on party 
ranks. Often, the more prominent the 
victim, the more he suffered at the 
hands of the mobs. In 1967, the People's 
Daily re-affirmed the party's faith in its 
minions, laying the blame for the previ- 
ous year's excesses at the feet of 
"bourgeois rightists.” 

It is difficult to generalise with any 
accuracy on the situation among high- 
ranking cadres in that complex era. it 
can be safely said, nonetheless, that 
many of their sons and daughters were 
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If the party considers the matter 
grave enough, it may censure or demote 
the official concerned, or just move him 
or her sideways until the fuss dies down. 

In China, over the past few years, 
several criminals descended from high 
cadres have been shot or imprisoned as 
a warning that the party will not always 
necessarily protect the offspring of 
leadership figures. This is likely to have 
been on the insistence by Deng that no- 
body should be above the law. 


Non minorities, when they are 
not being persecuted in their places 
of settlement on account of their 
"feudal" customs, often run the black 
markets in communist countries, and 
amass huge fortunes as a result. Thus 
the Georgians of the Soviet Union bring 
scarce fresh fruit and vegetables to Mos- 
cow to sell at a profit that even justifies 
the air fares. And in China the Central 
Asian Uighurs and Kazakhs have begun 
operating currency black markets in 
Peking and other cities. The authorities 
in both countries tolerate these ac- 
tivities to an extent: either they are 
themselves among the clients for such 
illicit services, or they use them to keep 
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track of bigger financial malfeasance. 

Privilege is a powerful motivation for 
the accomplished dancers, musicians, 
and athletes who make good prop- 
aganda for the Soviet system and help to 
keep the masses at home patriotic and 
culturally proud. Such people at the top 
of their professions enjoy large flats. 
special shopping facilities, cars, and 
performing trips abroad during which 
they can accumulate foreign currency. 
The tiny minority of Soviet and Chinese 
modern writers who have been officially 
translated and published abroad are al- 
lowed to keep a substantial proportion 
of their royalties. 

Such professionals have their own 
private clubs where they have access to 
good and plentiful food and drink, and 
through which they can enjoy country 
villas and seaside holidays, on the Black 
Sea for example. In à word, they and the 
senior party cadres have become the 
most perfect bourgeoisie. 

The Yugoslav revolutionary Milo- 
van Djilas argued in his books in the 
1950s and 1960s that communist 
societies bred a “new class”; a fresh 
form of the bourgeois “upper class,” 
emerged in Eastern Europe through the 
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deeply disillusioned by the party's vio- 
lent persecution of parents they knew to 
be its loyal servants. That a number be- 
came cynical and exploitative of a sys- 
tem they no longer had faith in should 
not be surprising. 

Like their military peers, the 
gaoganzidi engaged in a wide range of 
power-broking and other activities. 
Some merely used their influence to 

help friends, who had been stuck in the 
|countryside during the  rustication 
movement, to get back to the cities. 
Others engaged in illegal activities such 
as smuggling valuable antiques which 
had been confiscated from the homes of 
Cultural Revolution victims out to 
Hongkoag where they could be sold at a 











PLA soldiers: privileged since the Cultural Revolution. P 


good profit. Those with more basic crim- 
inal inclinations joined street gangs in 
which the person with the highest-rank- 
ing father got to be boss. With the moral 
fabric of the whole society in shreds, 
they were perhaps no more selfishly or 
evilly motivated than many other peo- 
ple their age; they did, however, gener- 
ally have more means of self-gratifica- 
tion at their disposal. 

The most obvious of those means 
was what current-day jargon would call 
"networking." Not only were the gao- 
ganzidi able to call on all the “uncles” 
and *aunties" who were the well-placed 
friends of their well-placed parents, 
but attendance at special schools 


had given them an old-boy network 


monopolisation of political and ad- 
ministrative power by former advocates 
of socialism. Nor did they, for that mat- 
ter, give up advocating socialism — for 
the rest of the population. 

Among other ruling communist par- 
ties, the Chinese is the only one to have 
theorised about the growth of a 
bourgeois group within the ruling polit- 
buro and indeed at the very apex of it. 
Deng was nicknamed "China's 
Khrushchev" in the Cultural Revolu- 
tion because of what were regarded as 
his “revisionist” tendencies. When 
Deng was restored to power in 1973 
after seven years’ political disgrace, he 


was again attacked by the Gang of Four. 


in 1975 as the person promoting 


"bourgeois rights," from the top of the ^ 


party to the grassroots level. 
The concept of "bourgeois rights" 


embraced a variety of tendencies at that 


time inimical to Mao's extreme-Left 
theorising, but basically it means class 
and economic privilege expressed in the 
work and lifestyle of party organs. 
Under the rule of the Deng group since 
1977, the concept has been abolished 
and privilege is attacked as a manifesta- 
tion of excessive individualism. 


through which they had additional ac- 


cess to influence. The most successful - 


among them usually belonged to the 50 
or 60 families which have more or less 
ruled China since the Yenan Period 
(1936 to the mid-1940s); the number of 
intermarriages among the group is a re- 
sult of and contributes to their solidar- 
ity. In an important sense, Mao 
launched the Cultural Revolution 
against the sections of the new “gentry” 
class opposed to his policies. But he did 
not succeed and, partly for the reasons 
listed above, they only went. from 
strength to strength. | 
There is a Chinese saying that “dra- 
gons give birth to dragons and 
phoenixes to phoenixes. The son of à 


hero has to be a good man.” The ancient. 


Chinese state traditionally recognised 
the family as an integral social, moral 
and legal unit. Just as a son's success in 
the civil service examinations brough 
honour and glory upon the father, so 

crime committed by any member of the 
family bring punishment, even death, 
upon the other albeit innocent mem- 
bers. : 
In a society which has never recog- 
nised the worth of its individual mem- 
bers per se, social and particularly fami- 
lial relationships are the context in 
which people have always been 
evaluated and treated. Arrest or criti- 
cism of the wayward son or daughter of 
a highly placed cadre: would inevitably 
be interpreted as an indirect condemna- 


tion of the cadre himself; it is precisely . 


this principle which ‘has made it so dif- 
ficult for the post-/Mao leadership to 


crack down on this group's well-publi- | 


cised abuses today. 
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he Chinese," writes . Nathan, 
“have aspired to democracy as 
understood it for 100 years, have 
laimed to have it for 70, and for the last 
5 years have lived in one of the most 
articipatory societies in history.” In 
is insightful, well-written and 
hought- -provoking study, Nathan 
xamines the unique Chinese concep- 
on of democracy which, he observes, 
ends to view popular rule “as a means 
o national wealth and power rather 
han a method of public control of gov- 
ernment.” 
=. Through a comparison of the argu- 
ments for democracy put forth by such 
diverse proponents as Qing dynasty 
cholar Liang Qichao and the activists 
of the 1978-79 Democracy Wall Move- 
ent and the reaction to them by impe- 
rial, republican, Maoist and the post- 
Mao “reformist” rulers, Nathan shows 
how in China the democratic debate 
has been shaped by its unique historical | 
and philosophical context. 
In a famous series of essays titled “A 
Comprehensive Discussion of Reform" 
published from 1896-98, Liang en- 
visioned democracy in the form of 
thousands of "study societies" all over 
hina. These societies would publish 
journals, run libraries and act as a com- 
munication link between government 
and governed. Under such a demo- 
cracy, Liang believed, a patriotic- 
minded unity of will could be forged: 
“Ten thousand eárs with one hearing, 
en thousand powers with only one pur- 
pose in life.” 
- Unlike philosophers of the Western 
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imothy Mto's long-awaited new 
ovel, five years in the making, be- 
with a. lyrical description of the 
River and the city of Canton 
h will demand inclusion in any fu- 
reasury of modern English prose. 
Mo at his best, using language as 
nveyor of all the eye can see, 
ir can hear, the mind can imagine 
uage leam yet poetic, down-to- 
nscious of the sky. 

at we have sel thing | more 












'hinese democracy: the individual and the state in twentieth 
y Andrew Nathan. Alfred A. Knopf, New York. US$22.95. 
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century China 


democratic tradition, who perceived 
popular rule as a means of restraining 
inevitable conflicts of interest within 
reasonable limits, Liang set the pattern 
for Chinese democrats by insisting that 
social harmony was the goal — and na- 
tural outcome — of true democracy. 
Some 70 years later, Li Jiahua of the 
Democracy Wall Movements “En- 
lightenment Group" was to uncon- 
sciously echo Liang s words. In a demo- 
cracy, Li declared, people “will share 
the same views . . . and have identical 
ideals. In lofty and harmonious unity 
they will produce, live, think, invent, 
pioneer and explore. together." 

Lu Mang, also of the group, agreed: 
"In à democratic atmosphere ... . the na- 
tion will no longer be plagued by inter- 
ference and undercurrents of resist- 
ance. Unity of the people is the spiritual 
condition for a nation to be stable and 
develop.” 

After a number of disillusioning ex- 
| periences, Liang decided that the more 
appropriate solution to the Chinese 
problem was “enlightened despotism.” 
Nathan observes that “just as Liang’s 
advocacy of democracy had adapted the 
optimistic strain of Confucian reform- 
ism to the modern world of mass par- 
ticipation, so his turn tc enlightened de- 
spotism drew on the tradition of pes- 
simistic reformism to justify subordinat- 
ing the individual to the needs of the 
modern state under conditions of back- 
wardness." 


After the Democracy Movement. 


outlived its political usefulness for him, 
Chinese leader. ME Ae pre- 


n the edge of h istory 


insular possession by Timothy Mo. Chatto & Windus, London. £9.95 - 


the life along, upon and beside that river 
in the years of the Opium War when 
dynamic British and decadent Chinese 
power clashed, resulting in Britain’s ac- 
quiring that “insular possession,” 
Hongkong. 

Mo has a Cantonese father, an Eng- 
lish mother and a Hongkong birthplace: 
whom is more suitable to pen a great 


epic uncovering a rich clash of cultures 


and suggesting, as only a good novel 
can, the plurality of motive and diver- 
sity of individual character that rescue 
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opus at all. An Insular Possession is a 





Great Freedoms ("speaking out eely, 
airing views fully, holding great debates 
and writing big-character. posters") 
which had made it possible. —— 
Recalling republican revolutionary 
Sun Yat-sen’s famous allegation that 
the Chinese people were like a “plate of 
loose sand,” Deng in 1980 delivered a 
speech in which he asserted that as the 
communist party had become the “core 
force uniting the whole country,” if 
China "regressed" into “divisions and 
confusion” its modernisation program- 
me would fail. Politburo ideologue Hu 
Qiaomu put it more colourfully. “Our 
society," he said in an. attack on the 
democracy activists, “is nota park [such 
as Hyde Park] where everyone can 
voice. his opinion and when everyone is 
finished no harm has been done, no 
flowers or trees have been injured anc — 
everyone leaves the park and goc 
home.” 
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l 
n China, the interests of the state have | 
usually received more attention than | 
those of its citizens. Hence, at best, | 
citizens have been able to. hope forsatis- | 
factory civil; as opposed to human, | 
rights. Nathan makes a detailed and fas- | 
cinating comparison of the rights | 
granted to Chinese citizens in 11 con- | 
stitutions or draft constitutions begin- | 
ning in the late Qing dynasty, encom- | 
passing the years of Kuomintang rule | 
and including both a "pre- Liberation" | 
charter for the communists’ base area in | 
Jiangxi province and the four constitu- 
tions enacted since the founding of the | 
people's republic in 1949. | | 

They are remarkably similar with re- | 
spect to citizens’ rights; and share the | 
key precept that rights were revocable | 
by law whenever deemed necessary for | 

i 
national purposes. This is different in- 


such: dplsodei histor; T 0 m the strait- 
jacket of political myth-making? It is 


somwhat, perhaps, like Salman 
Rushdie’s Midnight's Children, which 
Mo admires so much. | 

But it is not that kind of - magnum 


long and unhurried eus d which, far 





events could have taken een using for 
heroes two American journalists and a 
drunken Irish painter on the fringe of af- 
fairs. Their idle. chafter € over siehe i 
their fa nek S 
raphic 
their adven 











Werner eraot edP EN rar ARE MNA Mtr S e rrt ENTERS deis 














American democracy, for example, 
which states that laws found to con- 
tradict constitutionally granted rights 
must be overturned. ae 
Democracy Movement activist Wei 
Jingsheng, currently serving a 15-year 
prison sentence, is one. of the few 
Chinese democratic theorists ever to 
have advocated a rights-based view of 
democracy. Denying that the “Four 
Modernisations" ought to be the coun- 
try’s highest goal, he insisted that with- 
out the “Fifth Modernisation” of human 
rights, freedom and happiness, “all the 
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Wall-poster propaganda: short-lived democracy. 


others are merely another new prom- 
ise. 

Nathan argues, however, that Wei 
“failed to confront realistically the con- 
sequences of the kinds of the rights he 
defined . . . he did not solve the riddle 
that Liang had faced, of how the strug- 
gle of individuals in defence of their per- 
sonal interests could produce [the] 
harmony" Wei also desired. According 
to Nathan, Wei's views were “too iso- 
lated from the central tradition of 
Chinese democratic thought to get 
much support.” Tellingly, while Wei’s 
friends and colleagues strongly pro- 


book. Only briefly do we become in- 
volved in actual Anglo-Chinese fight- 
ing, when one of the Americans is press- 
ed into service as an interpreter. 


o this end the author performs the 

technical triumph of writing in the 
English of the 1840s. Mo has adopted 
Dickensian turns of phrase, and words 
like epicanthic, homunculi, cloaca, 
enisled and thrasonical, to cite exam- 
ples from the first few pages. Mo's re- 
search in both matter and form is ex- 
traordinarily thorough. 

Mo confesses that he finds narrative- 
writing boring, and in the middle of this 
book he drops a hint of what he is really 
up to, distinguishing between the West- 
ern novel (which unfolds linearly, with a 
strong plot carrying it to a firm conclu- 
sion) and the Chinese novel (whose 
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tested his arrest and trial, they did so 
mainly on procedural grounds. At the 
same time, many of Wei’s supporters at- 
tacked his theories as unsuitable to 
Chinese realities. 

From Democracy Wall posters to the 
People's Daily, effective propaganda 
has been a central concern both of those 
outside government who clamoured for 
democracy and those within who claim 
to protect it. Under Western demo- 
cracy, the media ideally offers a rela- 
tively objective reflection of events and 
presents a forum for differing views. By 


ROGER WHITTAKER 





contrast, from Liang Qichao to Mao 
Zedong to Deng Xiaoping, Chinese 
theorists and politicians alike have con- 
ceived of the media primarily as a tool of 
ideological propagation. 


lang saw political commentary as a 

means to “change the world”; Mao 
dictated in 1948 that the “role and 
power of newspapers consists in their 
ability to bring the party programme, the 
party line . . . before the masses in the 
quickest and most extensive way." As a 
result, Nathan observes, "for Chinese 
citizens, participating in a democracy 


path is circular, emphasising incident, 
character and language). The former is 
a river, conscious of time progressing, 
the latter a lake lacking either tense or 
perspective. One takes the individual as 
hero, the other the group. The reader is 
thus warned not to expect anything so 
crude as a moral or an analytical struc- 
ture in An Insular Possession. 

The book is great fun to browse and 
dip into. I shall not forget the news- 
paper “resourcefully ironed crisp 
against the humidity,” or the comment 
on early converts: “Their Christian zeal 
was greatest at meal-times." But the 
nearest we get to politics is Commis- 
sioner Lin securing through an inter- 
mediary an American missionary doc- 
tor’s truss for his hernia, or someone’s 
stricture on opium: “How many a ruler 
leaves his subject in thrall to . . . a lump 
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came to mean living in an environment 
dominated by propaganda." 

Chinese Democracy devotes consi- 
derable space to discussing and analys- 
ing the role of the media in Chinese 
"socialist democracy," a system Nathan 
aptly sums up as "participation without 
influence." 

There is an excellent chapter on the 
ill-fated elections of 1980, during which 
students and workers, taking quite seri- 
ously the party's invitation to democra- 
tic participation, attempted to turn what 
was intended as a political showpiece 
into a real contest for power. First de- 


scribing the Soviet model for elections . 


under socialism and giving a brief his- 
tory of post-1949 polls in China, Nathan 
narrates this tale of disillusionment in 
such a way as to bring his subject very 
much to life. 

Nathan, who is a professor of politi- 
cal science at Columbia University of 
New York and the author of several 
books on Chinese political culture, 
sprinkles his text throughout with aptly 
chosen quotations and vivid anecdotes 
which greatly enliven what in the hands 
of the wrong academic might have be- 
come a ponderous tome indeed. 

Chinese Democracy would also 
make a useful background reader for 
understanding both the recently an- 
nounced political reforms in China and 
the continuing debate over “democrati- 
sation” in Hongkong. In Hongkong, it is 


interesting to note that foremost in the | 
arguments raised against a multi-party {` 
system for Hongkong — both by leading | 


Hongkong political figures and the ter- 
ritory's mainland watchdogs — is that it 
might lead to disunity. Nathan's obser- 
vations on the Chinese political scene of 
the early 1980s, meanwhile, offer much 
food for thought: “The challenge facing 
the Deng group [is] to repudiate all that 
had been done in Mao's name during 
the Cultural Revolution without dis- 
crediting the monopolistic structure of 
power that had enabled him to do these 
things." — Linda Jaivin 


of brown sap? Better to be a man's slave 


than an object's." Old China hands will | 


smile at the description of Canton as the 
sphincter of the Chinese empire 


through which life-sustaining fluids are | _ 


drained overseas. 

This is a good book in which to lose 
yourself, to gain an insight into what the 
world of 1840 might have looked like to 
people “neutral” as between China and 
Europe. But do not look for history in 
the formal sense, or for big ideas. 

Mo is always tantalising us with 
newly displayed gifts. After the uproari- 
ous comedy of contemporary Chinese 
life in Hongkong and Britain, The Mon- 
key King and Sour Sweet, he has now 
extended his range to China, albeit an 
old China, and to Western heroes, al- 
beit on the edge of public affairs. 

— Dick Wilson 
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SOUTH KOREA'S 
TRADE WOES 


USS billion (% change over 
1985 period) 


1986 
(Jan.-July) 


With Japan 
Exports 
Imports 
Balance 


2.70 (+9.2) 
6.02 (+ 40.6) 
-3.32 


7.70 (+30.3) 
3.85 (+3.6) 


Seoul tries to cut its dependence on Tokyo 


Caught in the machine 


By Paul Ensor in Seoul 
E stronger yen is causing some un- 
pleasant surprises in South Korea. 
By making exports to third-country 
markets more competitive than those of 
Japanese rivals, it has been an enorm- 
ous blessing. But the blessing has had a 
dark side: when South Korean export- 
ers sell more, they first have to buy 
more from Japan, importing essential 
machinery and inputs of components. 

Because the yen is stronger, these 
imports have cost the South 'Koreans 
more, while exports to Japan seem little 
affected by the currency change. The 
prospect of simultaneous rising trade 
surpluses with the US and deepening 
deficits with Japan is worrying; as an of- 
ficial at the Ministry of Trade and Indus- 
try (MTT) put it: “We earn money from 
the US and then give it to Japan." 

On balance, the rise of the yen has 
done more good than harm, driving up 
demand in export industries and stoking 
an economy which was feeling the effect 
of slowed foreign demand acutely 
through much of 1985. But some troubl- 
ing questions have been raised: rising 
deficits with Japan are a stern reminder 
of South Korea's continued dependence 
on Japanese capital goods which it still 
cannot produce itself. Also worrying 
has been the tightening triangle of trade 
South Korea finds itself in with relation 
to the US. 

South Korea's deficit With Japan, al- 
ways a prickly- political issue, rose 
83.7% in the first seven months of 1986 
from the same period of 1985 to top 
US$3.3 billion.’ Deficits have always 
been high, fuelling resentment in a coun- 
try with bitter memories of Japanese 
colonial rule (1910-45) and a strong 
sense of economic competition with 
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Japan. Japanese officials are sometimes 
confused by the local habit of talking 
about the deficit with Japan in cumula- 
tive terms — that is, the total since dip- 
lomatic relations were opened in 1965, a 
figure now well over USS30 billion. 
South Korea’s trade surpluses with the 
US only began in 1983, but they have 
grown rapidly since, and so has protec- 
tionist sentiment in the US and pressure 
on Seoul to open its markets to US 
goods. 

The South Korean Government has 
been caught off-guard by the jump in Ja- 
panese imports. Not unlike their coun- 
terparts in Washington, South Korean 
officials thought that a stronger yen 
could be the solution to the country’s in- 
satiable taste for Japanese goods. The 
deficit with Japan was expected to run at 
around US$2.5 billion this year — less 
than the US$3 billion recorded in 1985. 
But the deficit of the first seven months 
already exceeds last year’s total. 

“We expected a J-curve effect,” said 
one MTI official, “with imports sud- 
denly rising due to the [effect of the] 
strong yen, and then tapering off. They 
are still rising too fast with no sign of 
weakening.” The government is exhort- 
ing business to switch its sourcing of 
machinery and other industrial goods, 
which make up the bulk of imports from 
Japan, to other countries. , 

The new currency alignment is a 
strong reminder of the economy’s struc- 
tural weaknesses. “We have tradition- 
ally been assemblers — using materials 
and machines from the outside and ex- 
porting the final product,” says Kim Tae 
Yon, a director-general at the Econo- 
mic Planning Board (EPB), who sits on 
a committee formed this year to deal 


with the rising deficit with Japan. He 
adds: “This has left us with a structural 
weakness in our parts and machinery in- 
dustries which the Japanese have always 
filled.” 

In recent years, South Korean indus- 
try has relied on Japanese suppliers for 
roughly 40% of machines imported, and 
60% of parts. Foreign machines make 
up a large share of the country’s total 
import bill: in 1985; 37% of South Ko- 
rean imports were machinery. Demand 
for these products has a built-in momen- 
tum, as companies prefer to replace old 
machines with new but familiar models 
which do not require much time to mas- 
ter. This tendency has been reflected in 
recent import trends from Japan. In 
1985, 43% of Japanese imports were in 
the machinery category: while buyers of 
other goods turned to new supply 
sources in the first seven months of 1986, 
the fixed habits of machinery buyers 
pushed up the percentage to 49%. 


Tz growth in machinery imports also 
partly reflects the booming econ- 
omy. In response to the jump in export 
demand, companies have been busily 
investing in new facilities, and machin- 
ery imports overall grew by 37.5% in 
the first seven months of the year: im- 
ports of Japanese machinery in the same 
period grew 60.3%. 

The won has remained in close parity 
with the US dollar since the meeting of 
the Group of Five finance ministers a 
year ago which resulted in the fall of the 
US unit against the yen. But during that 
year, the won fell some 55% against the 
yen, recently slightly strengthening 
against the dollar. This is one of the so- 
called “three lows” — along with lower 
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(First half of 1986) oT 
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Yj Exports to Japan (% growth) 
tj Imports from Japan (% growth) 


Source: Ministry of Trade and Industry. 


REVIEWDIAGRAM by Andy Tang 


oil prices and interest rates — which 
have boosted South Korea’s economy 
this year (REVIEW, 21 Aug.). 

Officials estimate that around a 
quarter of the 40.6% growth in imports 
from Japan in the first seven months of 
the year was due to volume rises — 
South Korean companies buying more 
equipment and industrial inputs than in 
the same period last year, for invest- 
ment and production to cope with the 
rush of overseas orders. 

While newspapers rail against de- 
ficits with Japan, and the government 
calls on local businessmen and the Ja- 
panese to bring deficits down, Japan has 
remained the most logical source of 
nachinery and parts for many indus- 
ries. Japan is geographically and cul- 
turally closer than alternative suppliers 
in Europe or the US. Japanese machin- 
ery is also better suited to local condi- 
tions. Ironically, Japanese machinery 
often supplies those South Korean in- 
dustries which are competing head on 
with Japan, such as shipbuilding, elec- 
tronics and cars. And these are the 
South Korean industries most depen- 
dent on Japanese machinery and hi-tech 
components. 

Video-tape recorders, for example, 
which are selling well overseas follow- 
ing the yen’s rise, depend on Japanese- 
supplied components for 35% of their 
final export value. Imported motors, 
electrical systems and other. special 
equipment from Japan can account for 
30-40% of the value of ships exported 
from South Korean yards. Robots made 
in Japan gracefully weld cars together at 
Daewoo's new plant — which has been 
built to supply exports to the US in 
1987. 
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South Korean shipbuilding; Lee: up to 40% Japanese content. 





The closeness of Japan makes ship- 
ping costs lower, delivery times shorter, 
and after-purchase service (at which the 
Japanese are already said to be better 
than their rivals) easier. “If a machine 
develops problems, they can fly a man 
in and back to Tokyo the same day,” 
said one businessman. Although South 
Koreans are quick to criticise the Japan- 
ese, their cultural affinities do much to 
improve business. Many older Koreans 
are fluent in Japanese, and some main- 
tain close ties to Japan. Samsung chair- 
man Lee Byung Chul, very much part of 
the elder generation of chaebol chiefs, is 
a frequent visitor to Japan; a reflection 
of his generation and perhaps also his 
main line of business — electronics. 

One European diplomat woefully re- 
called taking a visiting businessman to 
Hyundai’s shipyard in Ulsan in the 
south of the country; the local manager 
showed interest in buying ship equip- 
ment from Europe. “The visitor replied 
that if they were interested, Hyundai 
should write a letter to the head office in 
Europe. If he had been Japanese he 
would have sat down to discuss details 
and then planned a kisaeng party for 
that night.” An executive in one of the 
major chaebol said: “The Japanese have 
a way of making buyers here feel good 
— Americans and Europeans treat the 
whole thing as if the buyer is enjoying 
some kind of privilege.” 

Following President Chun Doo 
Hwan’s trip to Europe earlier this year, 
which was the first by a South Korean 
president, much has been said of the 
possibility of buying more European 
machinery, which in many areas — such 
as ships — is considered to be better 
than that made in the US. Currency 
changes have not helped here, however. 
The won has fallen against most Euro- 
pean currencies in the past year — down 
37% against the Deutschemark, 7% 
against sterling, and 26% against the 
French franc since August 1985. 

Business has reacted coolly to the 
mainly informal government directives 


to change its: buying habits. Recently, 
the government-owned Seoul Shinmun 
newspaper published a list of 25 major 
importers from Japan, which included 
the country's largest conglomerates in 
another attempt at prodding business 
into action. Officials at the MTI and 
EPB conceded that since the beginning 
of the year, there have been so many in- 
structions from the government to cut 
back on imports, keeping track of them 
is difficult. 


gon Korea has no legal bars on Ja- 
panese imports: rather, like the Ja- 
panese Government, it uses “administra- 
tive guidance." Every year, the govern- 
ment publishes a list of items which are 
carefully regulated and require special 
permission to import. This is released in 
July, and the current list contains 162 
items, mainly capital goods. In August, 
another 252 items were added to the list, 
unofficially as subject to administrative 
guidelines. Companies are being strong- 
ly encouraged to diversify their sourcing 
on these products away from Japan, and 
public funds are being made available to 
help with the costs of diversification. 
South Korea imports machines be- 
cause local producers are not happy with 
the quality of domestic products. Ex- 
porters are exempt from duties on goods 


which are to be re-exported after pro- | ` 


cessing, which adds to the incentive to 
buy from abroad. While a large firm will 
not be liable to duties on imports of ma- 
chinery to be used in export manufac- 
turing, local machinery producers which 
hope to sell to South Korean companies 
must pay duties on their imports, a sys- 
tem which puts them on an unequal 
footing with their foreign competitors. 
The dearth of good domestically pro- 
duced parts and machinery is partly due 
to the top-heavy nature of the economy: 
dominated by large conglomerates, 
with little breathing space for smaller 
firms which traditionally produce 
machines and parts. “Thinking small” 
has been in vogue for some years here, 
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| partly due to worries about the 
_ of the big business groups and partly 
| due toa concern that the small sector — 
' which is under-capitalised and under- 
utilised — should be allowed. to grow. 
— "This deficit is due to the unbalanced 
. pattern of our development over the 
. past 30 years," says Kim Tae Yon, who 
-is not expecting the problem to be set- 
. tled quickly. 


TRADE 


By Frances Williams in Geneva 
~ Affeatly timed to stiffen the resolve of a 


EW ministers’ meeting in Punta del 
Este, Uruguay, on 15 September to 
launch a new round of global trade 
liberalisation talks, the latest assess- 
ment of world trade prospects from the 
General Agreement on Tariffs and Trade 
nderscores the dangersof protectionism. 
— Even 
avoided, the Geneva-based world trade 
body says, continuation down the pre- 
- sent road of managed trade and market- 
sharing policies, whose bankruptcy has 
already been demonstrated by experi- 
ence with agriculture, textiles and cloth- 
ing, will stifle trade expansion. It will 
also cripple efforts aimed at easing the 
plight of the debtor nations, creating 
_ jobs and boosting living standards. 
. Gatt economists are predicting no 
more than a modest increase of 3.5% in 
the volume of world trade in 1986, frac- 
_ tionally above last year’s 3%. This com- 
pares disappointingly with more op- 
 timistic predictions by many forecasters 
only a few months ago and is well down 
on the 5.5% annual average for the 
. 1970s, a decade of relatively slow 
- growth in world trade. Tumbling oil and 
commodity prices, far from giving the 
international economy a lift, have de- 
pressed activity as oil producers have 
cut back on spending faster than oil con- 
sumers have increased theirs — though 
forecasters continue to predict better 
things for later this year and the next. 
Last year's trade slowdown from the 
healthy 9.5% volume expansion re- 
corded in the recovery year of 1984 was 
largely due to the fading boom in North 
America. Only trade in manufactures 
escaped the general malaise, while ex- 
ports of fuel and food fell sharply. In 
value terms, trade rose by only 1% in 
.1985. This reflected the higher average 
. value of the US dollar (now reversed) 
and the slump in world commodity 
prices, down nearly 10% last year and 
some 26% below their 1980 peak. 
JA Gatt economists note with concern 
the “particularly disappointing" trade 
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.. Japanese imports fill the gap left by 
the small and medium-size sector, and 
the government's efforts to cope with 
the problem of widening deficits has 
focused on this area. The EPB's Kim 
says Won 380 billion (US$431.8 million) 
in loans has already been disbursed this 
year, mostly to small and medium-size 
industries, in a direct attempt to increase. 
local production of parts and machines 
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All for free commerce 


A Gatt report staunchly backs global trade liberalisation 


pendent on fuel and commodity ex- 
ports. For the Third World as a whole 
imports and exports both fell in 1985. 
Developing countries have been losing 
their world market share continuously 
since 1981, the Gatt report (Prospects 
for International Trade), says. 

Most of the heavily indebted coun- 
tries returned to the “growth-retarding 
path of import contraction" last year 
and are expected to suffer further re- 
trenchment in 1986. Of the 16 big 
debtor nations, monitored by Gatt, only 
South Korea, along with Turkey and 
Yugoslavia, managed to increase both 
export and import volumes last year. 
Indonesia, the Philippines and Thai- 
land, all more heavily reliant on 
primary commodities (in Indonesia's 
case, oil) were among those facing 
shrunken export earnings and import 
cutbacks. 

Although Asia's exports as a whole 
rose broadly in line with world trade last 
year, prospects for 1986 seem uncer- 
tain, Gatt economists report. “Some de- 
veloping areas in Southeast Asia, which 
experienced considerable setbacks in 
economic growth in 1985, appear to 
have returned closer to their long-term 
growth rates, but other Asian countries 
are exhibiting a poorer performance 
than in 1985." 


ASIA AMONG THE DEVELOPERS 


3.7 
2.7 
4.7 
1.2 
1.6 
1.6 
0.3 
0.2 
0.7 
0.2 


Philippines 


*Preliminary estimates. 
11984 figures; percentage shares for these countries are based on 
developing areas' exports of manufactures in 1984. 
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these loans comes from a tax on oil im- 


ports, which. rises when oil prices fall, 
limiting the benefit to consumers. Kim 
estimates that Won 1 trillion will come 
from this source by the end of the year. 
Money will also be made available to 
small companies to help them sell in 
Japan. And there is a programme plan- 
ned to help small companies develop 


However, reviewing longer-term 
developments, the Gatt report shows 
that developing countries, especially 
the export-oriented Asian nations, have 
gained major benefits from rapidly ex- 
panding trade in manufactures. Their 
share in the world market for manufac- 
tured goods has nearly doubled in a dec- 
ade, from 7% in the mid-1970s to 12.5% 
last year. This was largely the result of 
an "outstanding performance" by a 
small number of exporters, Gatt says. 
But other developing nations also man- 
aged to expand manufactured exports at 
the same rate as the Western indus- 
trialised countries — around 11% a year 
since 1973. 

Asia now accounts for eight of the 10 
biggest Third World exporters. Top 
performers over the past 10 years have 
been Malaysia (a 13-fold jump in ex- 
ports since 1973), Thailand (a 12-fold 
increase) and South Korea (10-fold), 
against a six-fold rise for developing- 
country exports overall. 


W orldwide, South Korea, Hong- 
kong and Taiwan, together with 
China and, of course, Japan — the 
third-biggest exporter after the US and 
West Germany — now rank among the 
top 20 exporting economies. China, 
South Korea, Hongkong and Singapore 
have also joined Japan on the list of the 
top 20 importers since 1973. In per 
capita terms, Singapore leads the world 
export Mel nD aside) with ex» 
ports worth US$9,000. Hongkong fol- 
lows with US$5,600. 

In a strong plug for the open mul- 
tilateral trading system, the Gatt says it 
has not simply strengthened the already- 

powerful position of the in- 
dustrial powers which set it 
up after the war. The bene- 
fits of the expansion of world 
trade and the stimulus this 
has provided for rising living 
standards have been widely 
spread. 

But the trading system is 
under pressure from all 
sides. The large and growing 
imbalance between the U 

and Japan and West Ger- 
many has raised the protec- 
tionist temperature in the 
US where embattled con- 
gressmen face elections in 
November. Last year the US 
trade deficit reached US$141 
billion — equivalent to 3.5% _ 
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- the effects of import cutbacks 














their design and packaging techniques, 
to satisfy the highly disermminating Ja- 
panese consumer. AOD 20 
One of the striking features of the 
trade-deficit problem has-been’ the 
lacklustre showing of South Korean ex- 
ports to Japan, despite the yen's rise. 
Export growth to Japan in the first six 
months of the year was 11.1% — less 
than half the rate of overall export 


of gross national product, while 
Japan's surplus expanded to 
3.5% of its GNP and that 
of West Germany to nearly 
4%. 

Gatt economists do not ex- 
pect early relief from falling oil 
prices and the plunge in the 
overvalued dollar. Lower oil 
prices will tend to boost the 
surpluses of  oil-importing 
Japan and West Germany at the 
came time as they decrease the 
JS deficit, they note, while 


by oil producers are hard to 
gauge. Exchange-rate changes 
too take time to work through. 


More fundamentally, Gatt 
adds, by themselves such 
changes can have only a limited 
impact. 


Adding its voice to the US- 
orchestrated chorus for more 
expansionary economic policies 
in the two major surplus coun- 
tries, Gatt says the imbalances can be 
tackled only by altering the balance be- 
tween domestic spending and output. In 
other words, the US must spend less and 
cut its fiscal deficit. Japan and West 
Germany must spend more, a sugges- 
tion which has thus far found little 
favour with either. 

Trade imbalances, exchange-rate in- 
stability, which obscures underlying 
competitiveness and comparative ad- 
vantage, and the long-running debt 
crisis have led to strong political pres- 
sures for trade restrictions, though 
these are no remedy, Gatt warns. In a 
veiled criticism of the tough stand until 
recently taken by the IMF over condi- 
tions for loans to hard-pressed debtor 
countries, the Gatt says that "any ap- 
proach that explicitly or implicitly in- 
volves reduced imports and exports 
over the medium term will prolong 
rather than resolve the debt crisis. Less 
trade means less growth, and less 
growth makes servicing debts harder, 
not easier." 

The report advocates cuts in import 
restrictions by the debtor nations them- 
selves to improve the domestic alloca- 
tion of resources — advice which is al- 
ready being followed by a number of 
Southeast Asian countries — aided by 
improved access to Western markets 
and reduced subsidies by industrial 
countries for agriculture and manufac- 
turing. ° 
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growth. Particularly striking was South 
Korea's poor showing compared to 
Taiwan, whose exports to Japan rose 
22.6% in the first half of the year, and 
whose import bill from Japan has not 
grown as fast. 

Businessmen are unwilling to discuss 
the problem openly. An executive in 
one major electronics firm involved in 
hi-tech products first mentioned that 


EXPORTS AND IMPORTS OF 
INDUSTRIALISED COUNTRIES (1984-86) 


(Quarterly year-to-year % changes in volume) 





But, Gatt notes, the trading system is 
also being eroded from within by dis- 
turbing growth in protectionist mea- 
sures which run directly contrary to 
Gatt's fair-trade rules. It mentions a 
drift away from the principle of non-dis- 
crimination, increasing reliance on 
quotas and other non-tariff measures, 
growing use of market-sharing arrange- 
ments and the spread of subsidisation. 
A recent Gatt estimate counted 120 
such measures, excluding the Multi- 
Fibre Arrangement (MFA) which gov- 
erns much of world trade in textiles and 
clothing. 


d es most blatant and firmly en- 
trenched examples of policies 
which disregard the principles and rules of 
the Gatt system are found in the areas of 
agriculture, textiles and clothing in the 
developed countries," the report says, in 
remarks bound to be seized upon by 
ministers in Punta del Este where ag- 
riculture, in particular, is expected to be 
a dominant issue. These sectors alone 
account for nearly 20% of world trade. 
Gatt backs Australia and the other 
“non-subsidising agricultural export- 
ers" in criticising artificially high farm 
prices and extensive subsidies which im- 
pose heavy burdens on consumers and 


The siege of Paris: page 66 














with a third of imported inputs, but then 
took the figures off the record. Another 
criticised the government's approach to 
the problem: *They are concerned with 


appearances, not making money,” he 


said. “We have foreign buyers to satisfy, 
and cannot afford to risk buying from 
some small outfit that has been handed 
money to improve." o 


has in mind the agricultur- 


tle. 
textiles 
ports, 


and clothing im- 
these discourage de- 


industrialisation 
says. 
Moreover, these policies 
have not succeeded in achieving 
their stated objectives. Price 
support has proved an ineffi- 
cient and expensive means of 
underwriting farmers’ incomes. 
Import curbs have not stemmed 
a haemorrhage of jobs in tex- 
tiles and clothing. In the US, 


path, 


with concern, similar policies of market 


sharing, orderly marketing arrange- | 
ments and voluntary export restraints | 


have now spread to steel, cars, con- 
sumer electronics, machine tools and 
semiconductors. 


While memories of the disastrous ex- - 


perience of protectionism during the 


1930s depression years may have pre- 


vented even greater recourse to trade 


controls, Gatt sees depressing parallels. | 
It is difficult “to rule out the possibility - 


half his machinery was Japanese, along 


taxpayers in the West and hit | 
countries with a comparative | 
advantage in agricultural pro- | ` 
duction. Although not men- | 
tioned by name, Gatt clearly | 


al policies of the EEC and the |. 
US, which are now engaged in | 
a costly farm-subsidies bat- | 
As for restrictions on | — 


the textiles and clothing indus- | 
try has shed about a fifth of the work- - 
force since 1973. In the EEC, the figure — 
is nearer half. Nevertheless, Gatt notes | 





veloping countries from taking | - 
the traditional first step on the |. 
Gatt- 


of a prolonged stagnation — or even de- | 


cline — in world trade brought on bythe | 
cumulative effect of distorted competi- 


tion on investment decisions and busi- 


ness confidence,” the report warns. 


In what is clearly a reflection of its | 
own priorities for the Punta del Este | 


meeting, Gatt urges governments to | 


bite the bullet in promoting new, more 
liberal trading policies for agriculture, 


textiles and clothing (where a new five- - 
year MFA has just been negotiated). | 
All countries have a stake in main- 


taining the integrity of the liberal trad- 
ing system, it says. "Even without open 
warfare, 
trends towards managed trade and mar- 
ket sharing is certain to act as a major 


restraint on economic growth and job | 


creation throughout the world econ- 
omy." 
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By Shada Islam in Brussels 

ES EC trade negotiators are making a 
Km desperate eleventh hour bid to pre- 
vent agriculture, and especially the con- 
troversial farm-subsidy programme, 
from dominating the new Gatt talks in 
Punta del Este. 

.. But the global ill-will provoked by 
France, which opposes any discussion 
within Gatt on the phasing out of EEC 
farm subsidies or any other aspect of the 
ZEC's Common Agricultural Policy 
‘CAP), has ensured that farm topics will 
get top billing — along with the equally 
horny question of trade in services 
when the 92 trade ministers meet for 
their long-awaited new negotiations. 
Ihe newly formed alliance of farm na- 
tions which met in Cairns, Australia, in 
August is also determined to focus the 
iscussions on agriculture. 

. EEC policymakers insist that differ- 
?nces over agriculture should not be al- 
owed to ruin the launch of the Gatt 
alks. "Agriculture could become the 
nost dangerous stumbling block on the 
road towards a new round," said EEC 


FINANCE 


B! Stephen Hutcheon in Sydney 


T he Australian dollar’s sustained fall 
E of the past 18 months has left several 
banks facing a number of indignant 
clients seeking compensation for the 
osses they have incurred on their for- 
ign currency-denominated loans. 

. The fear within the Australian bank- 
ng community is that a successful action 
nay set a precedent, and lead to a flood 
f claims from other aggrieved borrow- 
ers. The concern is tempered, however, 
3y the knowledge that any litigation is 
ikely to take years in the courts. The 
nore cynically minded take the view 
that because most of the claimants are 
small, unsophisticated borrowers, the 
inancial muscle of the banks is likely to 
deter all but the most determined. 

= Ensuing litigation, and there are sev- 
ral cases about to reach the courts, 
sould reveal some of the sharp practices 
said to have been employed by banks 
ind merchant banks at the time that 
nost of these foreign-currency loans 
vere written. The banks say the loans 
were made at the behest of clients 
who had heard about the low interest 
ates available through borrowing 
»ffshore. | 
_ Clearly, these loans were profitable 
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alone might kill Gatt farm supports debate 


external trade commissioner Willy de 
Clercq recently. But if “handled well,” 
he insisted, the forthcoming discussions 


De Clercq: constructive talks. — 





Courting foreign risks 


Zlients sue Australian banks over foreign-currency loans 


for the banks, as it gave them three 
sources of possible income: the actual 
advancing of the funds, the foreign-ex- 
change business and, where applicable, 
the advisory service. 

The other side of the story places the 
blame squarely at the feet of the bank- 
ers, who — it is claimed — aggressively 
sought targets and pushed their offer- 
ings onto the uninitiated, without fully 
explaining the risks associated with 
foreign-currency exposure. 

The claims that have been made pub- 
lic to date do not involve any large cor- 
porations, but they do concern some of 
Australia’s largest financial institutions. 
First National, the merchant-banking 
arm of the National Australia Bank, is 
being sued — as is the Australian sub- 
sidiary of Citibank, and the Australian 
Bank, one of the newer local trading 
banks which is associated with the Lend 
Lease group of companies and Banque 
Paribas. Westpac, Australia’s largest 
bank, acknowledges that it has received 
a number of complaints, but as yet no- 
thing more threatening. 

Banks are naturally eager to play 
down any publicity associated with the 
claims. To date, the only details avail- 
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| tive and: much:needed tal «s on how to 
bring about a less confrontational situa- 


tionon world markets.” 
De Clercq and his top aides intend to 
spend the days before Gatt opens try- 
ing to iron. out differences between 
the 12 EEC states and to explore ways 
of committing Europe to the draft 
agenda, which was vetoed by France in 
early August. "Solutions will not be 
achieved by any amount of rhetorical 
muscle-flexing,” de Clercq stressed. 
France remains unrepentant. French 
Trade Minister Michel Noir insists “the 
. Common Agricultural Policy is intangi- 
ble and not open to negotiation, notably 
on the issue of export subsidies." He 
ended a recent meeting with de Clercq 
in Brussels by reaffirming his opposition 
to the wording of the draft declaration 
on agriculture and insisting that France 
must have full EEC backing in Uruguay. 
EEC officials underline that “all 
forms of aid to agriculture” and not just 
the “very public and obvious EEC sub- 
sidy programme" should be raised 
within Gatt. As such, EEC officials will 
be pressing all farm-exporting countries 
present in Uruguay to include the US in 
their attacks on agricultural subsidies 
and to get a commitment from the US 
to reduce its US$25 billion programme. 





able relate to a group of associated 
Queensland companies which claim to 
have lost more than  A$600,000 
(US$365,408) in the space of a few 
months after arranging a foreign loan in 
Swiss francs and US dollars equivalent 
to A$3 million through the Australian 
Bank in late 1983. The companies claim 
the bank acted negligently in not pro- 
tecting them from the losses, after the 
bank said it had staff who were experts 
in foreign-exchange risks. | 

It was the high interest-rate environ- 
ment (relative to the rest of the world) 
which has prevailed in Australia for the 
past decade which encouraged many 
borrowers to look offshore in search of 
better deals. Some of the best deals be- 
tween 1978 and the end of 1984 were to 
be found in Swiss franc loans. 


D uring that period, the Australian 
dollar remained relatively stable 
against the Swiss unit, generally around 
the A$1:Sfr 2 level. The interest dif- 
ferential was also highlv attractive. For 
instance, in June 1984, Swiss franc loans 
(based on the London inter-bank offered 
rate for three months), could be had for 
4.5%, while at the same time in Austra- 
lia the 90-day bank-bill rate was 1395. 

The question of hedging these loans, 
which ranged from A$500,000 to sev- 
eral million dollars, was not broached 
because of the stability of the exchange 
rate and the fact that the cost of hedging 
would have cancelled out the benefit of 
the interest-rate advantage. 

Prior to December 1983, Australia 
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Contrary to the EEC, however, 
which sees aid to the farm sector as the 
cornerstone of the CAP, the US readily 
admits that both sides must make an ef- 
fort to eliminate export subsidies. The 
EEC and the US must be “willing to bite 
the political bullet" in leading other 
countries to an improved farm trade sys- 
tem, said Clayton Yeutter, the US 
Trade Representative. 

Continuing trans-Atlantic tensions 
in the farm sector are also expected to 
surface in Punta del Este, with Wash- 
ington and Brussels squabbling about 
each other's “unfair” subsidised sales of 
wheat, butter and other commodities to 
third markets. The two farming giants 
have already clashed on a number of 
fronts — the latest quarrel was pro- 
voked by a US sale of 4 million tonnes of 
subsidised wheat to the Soviet Union. 

The EEC insists that instead of fight- 
ing over shrinking agricultural markets, 
farm-exporting nations should discuss 
how to find a new balance between sup- 
ply and demand for farm products. EEC 
experts would like the major wheat ex- 
porters, for instance, to come to an in- 
formal market-sharing arrangement 
which would halt the continuing slide in 
world grain prices. Washington and 
other farm exporters, however, oppose 
the idea. 


operated under a fixed exchange-rate 
regime and so variations in exchange 
risks were largely ignored. Even after 
the dollar was floated, it held its ground 
against-most foreign currencies. It was 
not until January 1985 that the dollar 
started its now-celebrated slide into ob- 
livion, and not until the final months of 
that year that the dollar began to lose 
ground against other currencies. A rate 
of A$1:Sfr 2.01 at the end of June 1984, 
for example, slumped to A$1:Sfr 0.99 
by the start of this month. 

Despite this growing discontent with 
the way many Australian financial in- 
stitutions misread the extent of the cur- 
 rency's fall, not everyone has lost on 
their Swiss franc borrowings. Many 
large corporations which took out long- 
term Swiss franc loans where capital re- 
payments are due at the end of the term 
still claim to be ahead. 

The ones who have been hurt most 
were those who entered arrangements 
where they had to repay interest as well 
as principal over the life of the loan, and 
those who made short-term borrowings. 
In addition, many were caught by loan 
agreements which contained clauses al- 
lowing their bank to close their foreign- 
currency loans into Australian dollars if 
the exchange rate moved against their 
position. 

To add insult to injury, it was only in 
February that the Australian Govern- 
ment announced that foreign-exchange 
losses would be. tax-deductible, and 
only for loans made after the announce- 
ment. | oO 
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Switzerland: 
attractive for world-wide 
investments 


SWITZERLAND is known for its political stability, its sound 


economy and one of the hardest currencies in the world. 


SWISS VOLKSBANK is known for its expertise in portfolio 
management and investment advice. Being a universal bank, 
however, we offer our customers a full range of services. Over 
115 years of experience and over 5000 qualified staff ensure a 
personal and reliable service. 


YOU can contact us at any of our more than 150 branches in 
Switzerland or through our overseas offices or London Branch: 


LONDON Branch 
48-54 Moorgate 
London EC2R 6EL 


SINGAPORE 
Representative Office 
1, Bonham Street # 29-02 


UOB Building Phone (01) 628 7777 
Singapore 0104 

Phone 532 2525 

TOKYO SAO PAULO 


Representative Office 


Representative Office 
Phone 288 7222 


Yurakucho Denki Bldg., 
Yurakucho, Chiyoda-ku, 
Tokyo 100, Japan 

Phone (03) 287 1346/9 
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SWISS VOLKSBANK 


Head Office: 5, Weltpoststrasse, CH-3001 Berne 
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| Asean economic ministers in Manila. 


POLICIES | 





| B By Jose Galang in Manila 
~ [Affew initiatives by the Philippines to 
. transform Asean into a common 
| market or customs union are being 
E by Indonesia. Nonetheless, à 
| meeting of the regional bloc's economic 
ministers in Manila at the end of August 
agreed on a few measures designed to 
= stimulate trade and investment among 
the six neighbours. 
— The concept of duty-free intra- 
_ Asean trade by the year 2000, via a 
| gradual phase-out of tariffs, was pro- 
posed as the centrepiece for the next 
| ummit meeting of the Asean heads of 
state in July 1987 in Manila. The idea, 
. strongly backed by Manila and raised 
. several times during Philippine Presi- 
| dent Corazon Aquino's recent visits to 
Jakarta and Singapore, is aimed at 
Pe mosting trade among the Asean mem- 
bers (Brunei, Indonesia, Malaysia, 
Philippines, Singapore and Thailand), 
Biicrently only accounting for a fifth of 
the total volume of trade conducted by 
1e six. Of the Asean nations’ total im- 
- ports of about US$75 billion yearly, for 
instance, about US$65 billion comes 
from non-Asean sources. 
_. Indonesia has expressed apprehen- 
| Sion over the common-market concept, 
owing mostly to problems it anticipates 
| arising from the disparities of economic 
development among the Asean nations, 
| one senior official who attended the 
b Manila meeting said. Although op- 
|. posed to any formal Asean measures in 
_ the direction of establishing a customs 
union, Jakarta indicated no opposition 
to proposed studies of intra-Asean 
| - trade patterns and income levels, data 
from which could eventually provide 
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Beneficial for whom? 


Jakarta, Asean’s biggest market, opposes a customs union 


the foundation for the establishment of 
an Asean common market. 

While Indonesia ranks as only the 
third-largest importer in Asean, in US- 
dollar terms, its concerns stem from it 
being the largest potential market of the 
six. The country lags far behind most of 
its neighbours in developing export in- 
dustries which could benefit from a cus- 
toms union, and even now, much of 
local industry requires extensive protec- 
tion from imports to survive. Massive 
inefficiency, and generally high operat- 
ing costs, mean the country’s appliance, 
steel, petrochemical-based, and even 
agricultural sectors, all important in na- 
tional-development plans, could be 
crushed by duty-free imports from 
Asean neighbours. Only increased gov- 
ernment subsidies and non-tariff bar- 
riers would protect the industries, de- 
feating the purpose of the customs 
union, 


Ta meeting's chairman, Philippine 
Trade and Industry Minister Jose 
Concepcion, said discussions also cov- 
ered "how we can harmonise our vari- 
ous national development plans and 
targets [and] how we can develop indi- 
cators to help us measure effectively the 
progress of Asean economic coopera- 
tion." Both ideas, according to other 
sources, were deemed by Indonesia to 
be important to be examined before the 
common-market concept itself can be 
looked into. 

Proposals for the transformation of 
Asean into a free-trade area were 
mooted in the late 1970s, with much 
prodding from the US Government. 
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| The Manila shi g set aside the propo- 


sal “for further study” though there are 
plans to revive it at the next economic 
ministers’ meeting in February in Singa- 
pore and at a special pre-summit meet- 
ing in July. 

At the Manila meeting, the ministers 
initialled an agreement raising the mar- 
gins of preference on products turned 
out under the private-sector Asean in- 
dustrial joint-venture (AIJV) pro- 
gramme from the present 50% to 75%, 
an apparent compromise with earlier 
calls for the total elimination of tariffs on 
such products. Two AIJV projects were 
approved at the meeting: one to produce 
car lamps (to be backed by investors 
from Malaysia and the Philippines), the 
other for motorcycle lamps (Malaysian 
and Thai investors). 

The deeper tariff cuts are expected 
to encourage investments, from both 
Asean and non-Asean businessmen, in 
AIJV projects. The ministers also ap- 
proved a more simplified procedure of 
approving AIJV projects to expedite 
implementation. Over the past three 
years of the programme, only nine of 
the original 21 projects proposed have 
been approved and implemented. 

Also initialled was an agreement for 
the Asean members to include one 
Asean contractor in the final list a 
member-country invites to bid for local 
projects financed by such institutions as 
the World Bank and the Asian Deve- 
lopment Bank. Asean contractors have 
been crowded out by foreign rivals due 
mainly to tough prequalification re- 
quirements. 

To supplement the current Asean 
preferential-trading arrangement (PTA ), 
which sets lower tariffs on imports of 
some products from the region, the 
Manila meeting also approved an Asean 
preferential-tariff quota scheme. Under 
the new system, an Asean member will 
extend preferential tariffs to certain ex- 
ports of another Asean nation provided 
the volumes remain at set levels. The 
product will graduate to higher tariff 
rates after breaching the volume ceil- 
ings. The specific products and quota 
levels will be the subject of future meet- 
ings of various Asean economic com- 
mittees. 

There are some 12,700 items covered 
by the PTA, but many of these are pro- 
ducts that are not really traded by the 
Asean nations. In fact, the Asean 
Chamber of Commerce and Industry 
has deplored that the PTA system has 
"met with minimal success,” as many of. 
the products imported from outside the 
region by Asean countries could be pro- 
duced by other members “if free intra- 
Asean trade allowed volumes of pro- 
duction to attain economies of scale.” 

Nawawi Mat Awin, president of the 
private-sector business group, urged the 
Asean ministers “to leave the project- 
oriented approach” in looking for 
boosters to intra-Asean trade and 
"adopt a market-oriented apptoach.” J 
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WHEN YOU WANT TO 
OPEN THE RIGHT DOORS 
IN CHINA, REMEMBER 
THAT OURS HAVEN'T CLOSED 
SINCE 1858. 








Nearly 130 years ago, we opened a branch in 
Shanghai, to serve trade between China and the rest 
of the world. 

Long before any other Western banks opened 
branches, it had become so well-established that 
the Chinese gave it a name in their own language. 

(Even today in Shanghai, many people will 
be able to help you if you ask for directions to 
"Makalee".) 

Perhaps even more remarkably, it has pro- 
vided an uninterrupted service ever since it began. 

Today, it has been joined by offices in Beijing, 
Xiamen, Guangzhou and Shenzhen. 

Which suggests that when you need infor- 
mation and expert services to help you seize 
the burgeoning opportunities for business with 
today's China, Standard Chartered is the bank you 
should talk to first. 

It also says a good deal about the depth of 
our involvement in the countries where we work 
all over the world. 

In China as in over 60 countries worldwide, 
standard Chartered can offer you all the local 
knowledge, contacts and services to help you do 
better business. 

Put us to the test. Bring your toughest prob- 
lems to your nearest branch. 

You'll find an ever-open door. 


Standard % Chartered 
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STRENGTH IN DEPTH ACROSS THE WORLD. 


STANDARD CHARTERED BANK, HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE. 






































SIEMENS 


Lighting by Siemens - 
style and technology enhances 
interior design. 


For the interior lighting throughout its new Hongkong headquarters, 
the Hongkong & Shanghai Banking Corporation specified a luminaire 
system that combines efficient and versatile technology with 
aesthetic elegance — all vital qualities to enhance the building's archi- 
tectural merit. 


The SIDEKO lighting system from Siemens meets all these requirements. 
Efficiency: 80% of the electrical energy is converted into usable light. 
Highly polished, pure aluminium reflectors ensure a bright and even 
illumination. Furthermore, the waste heat generated is fed through 
extraction ducts to boost the thermal efficiency of the building’s aircon- 
ditioning plant. 

Versatility: The SIDEKO system includes recessed and surface-mounted 
fittings that blend with airconditioning ducts and suspended ceilings. 
Pendant and desk-top fittings provide an even and glare-free light dis- 
tribution necessary for areas where computer visual display terminals 
are used. 


Siemens worldwide activities embrace all aspects of high technology 

electrical and electronics engineering; from state-of-the-art micro- 

Chips, information technology products, power engineering and factory 
automation to the latest electro- 
medical equipment. To sustain this 
broadly based capability, the Com- 
pany has worldwide production 
facilities supported by an interna- 
tional sales and service organization 
to ensure close contact with cus- 
tomers and'tailored solutions. 
The Company employS$'moere than 
300,000 people in over 120 countries. 
36,000 scientists and engineers are 
engaged in R & D, for whichaweinvesf 
over 2 billion US Dollars annually. 


Whatever the challenge % | 
Sieméns has the technology, sas 
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SHARP FOR SURE. 


“The right copier—and the right employee— 
for every job. That's Sharp business." 











" The right size copier can help increase 
the size of my business.’ 


The Sharp business tactics of selecting a copier. 


Creative business T nox — he um y The right features 
tools for higher : QU "7 4 for any business 
productivity need 


With impressively fast copying No matter what size your busi- 
speeds and versatile functions, ness, Sharp has a copier with the 
Sharp copiers are highly- right features for your particular 
produetive tools for managing needs. And that includes the 
today's tremendous range of SF-7100, a compact copier for 
business information. Sharp less demanding copying needs. 
copiers are also tools for better Designed for economical copy- 
communication, with a variety of ing, the energy-efficient SF-7100 
creative functions that can help provides an impressive array of 
you to produce more effective practical and easy-to-use func- 
and persuasive documents. tions for smaller businesses and 
large departments. 


SF-7100 
Practical Functions in 
a Compact Copier 


e Automatic Exposure Control e Two- 
sided copying * Simplified book copying 
* Power Save key * Simple 

operation. 




























SF-9500 
High Quality Copying 


* 50 copies per minute copying 
speed * Standard semi- 
automatic document feeder 
| * "Auto- magnification” 3 
zoom copying from 64 
—141% of original size 
* Four-way paper feed 
system «Copy edit func- 
| tions include image 

trimming, image 
centering, margin shift 
and dual-page copying 
* Colour copying in black, 
red, blue or brown. 





SF-8600 
Automated Copying for 
Fewer Mistakes 


* Automatic zoom ratio/copy paper 
selection * 33 copies per minute copy- 
ing speed * Dual-page copying * Colour 
copying in black, red, blue or brown. 





*Photo includes optional devices. 


We've got the edge. 


SHARP 





SHARP CORPORATION, JAPAN 





€ TAIWAN: AURORA CORPORATION © MALAYSIA: SHARP-ROXY SALES & SERVICE € SRI LANKA: BROWN & COMPANY LIMITED PEST Oe. Le Pale ae T d 
Bth FI. No. 148. Sung Chiang Ra Taipei. Taiwan COMPANY (M) SON. BHD S P ©. Bex 200. 481, Darley Road. Colombo 10. Sn Lanka r Please rush more answers about Sharp ^ : 
Tel (02) 5639971 110 lines Lot 16 Jalan 223, y 14, 46100 Petaling Jaya, Selangor Te: 91'71(8 lines) i i 
€ THAILAND: THE BANGKOK TRADING CO.. LTD Psecas AAi a € BANGLADESH: UNIVERSAL BUSINESS MACHINE LIMITED — | aerae tate ater e i 
395-999 Charoen Krung Road Pitsien Bndge. Bangkok 5 Penang: 409, Jalan Burmah, 10350, Penang Al-Haj Mansion(3rd Floor). 82. Motijheel Commercial Area I i 
Thailand Tel 234-5093 Tei: 22660, 22954 Dazca.2. BANGLADESH ! Name: um 
eTHE PHILIPPINES: DATACOM SYSTEMS CORPORATION ipoh: 64-644, Jalan Tun Abudul Razak, 30100 Ipoh, Perat Phones 257123, 257124, 237124. & 23712¢€ I Comi any: i 
No 65 Buendia Avenue. Makati. Metro Manila. The Philippines Tel: 546846, 546984 Telex 64-2498 UBM BJ : — - p y : — 1 
Tel 815-24-73 815-24-74. 815-24-11. 815-18-73 Johore Bahru: 5 & 7 Jalan Sutera Satu ere Sentosa "able Saroja. Dacca i Title ; - 
€ HONG KONG: ROXY ELECTRIC CO.,LTD Kuantan B 2008, Valen Ak Putin, 25300 KH. 398473 ePAKISTAN: BUSINESS INTERNATIONAL - A m. SIR 
Room 1701-1710. Admiralty Centre. Tower 1. 18 Harcourt Road Tei: 520055, 520431 Neisor Chambers. P O Box 681 ||. Chundngar Road ia ddress : + amen tae i 
Hong Kong Tel 5-822931! 16 lines Malacca: 387 & 387A, Taman Pringgit Jaya. 75400, Malacca. — Ka'achi-Pakistan Tel. 214922. 214548 1 Tel. No.: ! 
€ SINGAPORE: SHARP -ROXY SALES (SINGAPORE) PTE, LTD Tel: 229218, 229219 e Please contact your local Sharp distributor for ! —— " 
100G Pasi Panjang Road SINGAPORE 051! Te! 4731911 Kuching: Lot 7008, Ground Floor, Jalan Pending. 93450 further information E ae e eo e e m m m el 


Kuching. Tel 488281 


LIHAT HALAMAN KUNING UNTUK DAFTAR 
USAHA PERUSAHAAN DAN PERDAGANGAN 


PETUNJUK TELEPON 
JAKARTA e 









| TELEPHONE DIRECTORY 
BUYERS GUIDE 


PRODUCTS AND SERVICES 
FOR HOME & BUSINESS 
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HARD TO EQUAL. 
EASY 









TO FIND. 
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Timken’ tapered roller ings and what thing less? Specify Timken 
bearings are unsurpassed for makes them run— tapered roller bearings. 
quality and consistency. That's Timken bearings | . The Timken Company, 
what makes them so hardto are available virtu- TIMKEN Canton, Ohio 44706, U.S.A. 
equal for your original equip- ^ ally everywhere. — y 
ment or replacement needs. That’s what | M 5 

And thanks to our world- makes them so | ^" TIM KE N 
wide network of djstributors— easy to find. = VERSRORME SE E 
local experts who know bear- Why settle for any-* 
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KLM’s 747 


Stretched Upper 7 I OR | 


Deck Business Class. a) 
Iwo-by-two seating J QA 
" a 
throughout. : aa’ 
In generous, secluded 
privacy. For the sort of 
comfort you need to prepare for 
a meeting. Or unwind after one. 
Yet this is but one of the 
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advantages of KLM 
MA X award-winning 
EU. Intercontinental Bu 
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Class. In the air. 

And on the groun 
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The Reliable Airline KLE 


Royal Dutch Airlin 








*From field survey. 
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Source: Industry Department, Hongkong. 


REVIEWTABLE by Andy Tang 


US business is taking over the leading role in Hongkong 


By Guy Sacerdoti in Hongkong 


A negotiations between China and 
Britain over Hongkong’s future 
reached a climax in 1984, Filipino busi- 
nessman Enrique Zobel — who then 
ran the giant Ayala Corp. and was vice- 
chairman of San Miguel Corp. — scoff- 
ed at the idea that the transfer of sover- 
eignty would make much difference to 
Britain’s economic _ position in Hong- 
kong. “You'll see,” he said. “In a de- 
cade the British will be out, and the 
Americans will run the territory.” 

While that was somewhat hyperbolic, 
Zobel certainly saw something then 
which many others only now realise: that 
US investment has become a dominant 
force in Hongkong, a trend likely to in- 
tensify during the early 1990s. 

In 1983, US investment accounted 
for 46.2% of the total foreign invest- 
ment in Hongkong manufacturing; Bri- 
tish interests represented 5.8%. (Even 
in 1971, the US share stood at 53.5% 
and Britain’s at 11.3%.) US companies 
now account for 53.4%, followed by Ja- 
panese firms at 21.1% and British firms 
with 6.7%. Since the US is by far the 
biggest market for Hongkong’s domes- 
tic exports, the preponderance of US 
money in manufacturing here is not sur- 
prising. 

“American investment,” an Escap 
report noted last year, “has become the 
driving force in the technological up- 
grading of manufacturing facilities and 
in the launching of new industries and 
products in Hongkong.” 

Among foreign investors, US firms 
dominate spending in the electronics in- 
dustry: by 1983, US investment ac- 
counted for 58% of foreign spending in 
this area. The Hongkong electronics in- - 
dustry's development “was in a big way 
initiated eby American investors, who 
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found [Hongkong] an excellent offshore 
base [for making computer components 
and consumer electronics] in the late 
1960s," said Escap. 

The growth of the electronics sector 
has given Hongkong a second major ex- 
port-oriented industry where it once 
only had one (garments and textiles) — 
a fundamental change in the industrial 
and export picture. Even in a year as 
bleak as 1985 for electronics, they stood 
in second place (in value) to garments 
and textiles in total exports. 

The US position as top buyer of 
goods produced in Hongkong has 
grown considerably, from 33% of 
Hongkong's total domestic exports in 
1980 to 44% in 1985. As for Hongkong’s 
re-exports, the US buys 14% of the 
total, up from 10% in 1980. China pur- 
chased nearly half of the HK$105 billion 
(US$13.5 billion) total for 1985. 

There is the physical and social pre- 
sence of Americans, too. Earlier this 
year, the number of US citizens resident 
in the territory surpassed those of Bri- 
tish nationality for the first time (with 
16,000 Americans compared to 14,000 
British). The local American Chamber 
of Commerce has boosted its member- 
ship since the Sino-British agreement 
was signed by 20% — to nearly 2,200 — 
more than the total increase of the pre- 
vious four years. 


$ is in the services industry that US 
companies show the most interest — 
though it is hard to quantify. Of some 
800 US firms now with offices in Hong- 
kong, more than half (or about 450) are 
in the services sector, and they are doing 
more and more business. 

Of a recent list of 47 US firms either 


establishing or boosting their presence | 


set up new production plants with . 


Hongkong futures exchange have sec- | 
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inthe territory in recent years, only ae 


another four expanding existing man- - 
ufacturing sites. However, 10 invested | 
in expanding services — either for the | 
domestic market or for the region I 
while six established Asian regional | 
headquarters. Sixteen others set up new | 
offices here, mostly law or accounting - 
firms, or companies supplying com- - 
puter or public-relations services. 12s 
As the emphasis of US trade ha 
shifted from cross-Atlantic transactio q ‘| 
to the Pacific region, so too has the se 
vices industry which facilitates this 
trade. Financial services, shipping 2. 
computers and telecommunications 
have been the focus of expanded US ii nl 
vestment recently. n 
For example, US-based companie "s 
have a large role ip Hongkong's. cons | 
tainer-port, which facilitates the terri- 
tory's trade and helps in making it on: 
of the world's busiest harbours. The Us Se 
firm Sea-Land Orient is building a join E 
venture warehouse and distribution 
centre at the port with Hongkong’s New 
World Development Co. The centre wi 1| 
offer some 1.6 million ft2 of cargo space. 
Banks, too, have expanded opera- 
tions — with 58 US institutions either in | 
banking, or providing financial services - 
ranging from merchant banking to capi- a 
tal-market investments. Although one 4 
major US bank, Citibank, has moved its - 
securities- -marketing operations to - 
Tokyo, others have combined reip 
exchange operations with Mee | 
dealing to develop major profit centres - 
in Hongkong. High- speed computer j- 
links, the territory's early opening for) 
globally traded financial instruments 
(given its location west of the Interna E 
tional Dateline) and an expanding | 
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ured continued growth for US dealers 
according to economists and bankers. a | 
American business leaders Say they 
see Hongkong's role as the region's ser- 
vices centre expanding, to the point « of. 
dominating the economy as 1997 a ap- 
proaches. It is perhaps in part this em l- 
phasis on the very mobile services sector 
which accounts for US firms’ relati v 
lack of concern over the PO CHE 
1997 and the ensuing return to Chines 
rule of Hongkong. US firms appear 1 
be the least worried about this comin 
transfer of power. “7 E. | 
Thus, though the Japanese are in - 
creasing an already highly visible p ed | 
sence in the Hongkong property and re- — 
tailing markets, and the British con- X 
tinue to dominate direct- -lending ac: 
tivities, the US is positioned to rule the ^ 
roost in the services. With protec- | | 
tionism and automation in the West less- | 
ening the attractiveness of manufactur- | 
ing investment in the territory, and with | 
China's industry slowly becoming mo | 
productive, services are bound to be- | 
come increasingly important to Hong- 
kong — and to whichever investors have | 
the most at stake in this sector. u | 
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E Paisal Sricharatchanya in Bangkok 


series of economic windfalls — 
highlighted by a surge in exports, 
i reduced imports plus a huge 
. gain in government oil-tax revenue as a 
result of the international oil-price 
slump — have given rise to widespread 
- optimism that Thailand is now ready to 
pull itself out of two years of economic 
stagnation. 
| Thanks to several positive develop- 
. ments this year — such as lower retail oil 
- prices, reduced utility charges and fall- 
ping interest rates — some selected indi- 
. cators of private investment and indus- 
| trial production have also shown a 
modest improvement in recent months. 
But they are still far below their last 
_ peaks, reached some two years ago. 
— A While the new government of Prime 
M inister Prem Tinsulanond has yet to 
ome out with promised economic 
‘stimulants, the various macroeconomic 
- indicators are encouraging. During the 
| first six months of this year, exports rose 
. 15.5% while imports declined 10.8%, 
. partially aided by the appreciated Ja- 
Bp ese and West German currencies. 
The international oil-price slump 
| Bione i is projected to yield a Baht 20-22 
billion {u US$766-843 million) windfall 
. annually in government oil-tax revenue. 
Roughly 30% of this was passed on to 
Bore in a series of retail price re- 
uctions earlier this year, with the gov- 
| ernment holding the rest. 
Against last year's Baht 42 billion 
current-account deficit, the Bank of 
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By ‘Shim Jae Hoon in Jakarta 


Performance of the Indonesian eco- 
. nomy during the fiscal year which 
= ended on 31 March, as outlined in newly 
; Es government statistics, has con- 
firmed the widespread gloom already 
E by foreign bankers and officials 
ike. The indicators were significant 
not so much for the sluggish pace of the 
economy they showed, but as a pointer 
_ towards the more serious potential trou- 
- ble looming in the balance of payments. 
= A set of provisional figures given out 
i at the end of August by Azwar Rasyid, 
the head of the Central Board of Statis- 
tics, showed that Indonesia’s gross 
domestic product grew only by 1.9%, 
against 6.1% registered in 1984-85. In a 
slowdown spanning virtually all sectors, 
E) manufacturing growth declined from 
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| Bangkok ponders how to make the most of a windfall 
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Thailand (BoT, the central bank) has 
steadily revised downward its forecast 
of this year's shortfall. BoT officials pri- 
vately concede there might be, for the 
first time in recent history, a surplus this 
year — which would correspond with a 
prediction by Olarn Chaipravat, a 
former senior central banker who is now 
senior executive vice-president at Siam 
Commercial Bank. 

"[Notwithstanding the uncertain 
movements of future oil prices], low in- 
terest rates and a weak US dollar should 
continue to prevail in the short- and 
medium-term future. Given various 
favourable factors, luck is now on our 
side. We should maximise this golden 
opportunity," Olarn said in a recent in- 
terview. 

Despite the general consensus among 
government planners and private 
economists that now is the time to 
stimulate the economy, the speed and 
extent of a full-scale recovery will large- 
ly depend on how best the country can 
exploit the prevailing favourable condi- 
tions. 

Both the government and business 
community, battered by the economic 
downturn since 1984, are strapped with 
enormous problems. The former has 


been suffering from successive years of 


revenue shortfalls while the latter has 
been hit by shrinking profits and a spate 
of corporate failures. Given the likeli- 
hood that any new stimulants — such as 
liberal tax reforms promised by the new 


E money in the till 


| Indonesia weathers bad times with Bank like management 


10% to 5.9%, while mining output, suf- 
fering under the impact of the slumping 
oil price, contracted by 5.6%. Construc- 
tion — hit by budget cuts on major pro- 
jects — and trade contracted as well, by 
1.7% and 0.1%, respectively. Even the 
model sector of agriculture grew only by 
3.476, representing 8% growth in the 
plantation sub-sector and 4.6% growth 
in fisheries offset by negative growth of 
3.6% in the giant forestry sector. 

The government is projecting further 
slowing this year, with official predic- 
tions of GDP expansion at about 1%. 
Although the World Bank agrees with 
this figure, economists — including 
some well-placed Indonesian analysts 
— predict as much as a 2% GDP con- 


traction for fiscal 1986-87. 
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Amid growing public discoecjor er 
how best the government could exp it 
the present conditions, Olarn has gei 
mitted a list of policy recommendations 
to key government planning bodies 
which, among other things, call for the 
payment of stock, rather than cash, di- 
vidends to strengthen the corporate 
equity base, and the exemption from 
withholding tax of a set amount of bank 
deposits for housing to encourage sav- 
ings as well as promote construction. 
Partly to fulfil campaign promises 
made by its coalition partners before the 
27 July general election, Prem's admin- 
istration has decided to boost the Baht 
34.5 billion capital-investment budget 
for fiscal 1987 (beginning October) by 
Baht 1.5 billion. Ministers claim that the 
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Prem: campaign promises. 





While Rasyid termed the indicators 
he announced as “indeed a bitter fact,” 
foreign bankers cautioned against ac- 
cepting them at face value. Private In- 
donesian analysts maintained that some 
indicators appeared a bit too rosy, while 
others pointed out — perhaps rightly — 
that making a straight comparison of the 
two years’ performances should be mis- 
leading, as some sectors had outper- 
formed in 1984, due to external factors. 

During 1984, for example, the man- 
ufacturing sector gained from a big in- 
crease in the shipment of liquefied natu- 
ral gas (LNG) to Japan and an expan- 
sion in oil refining. By contrast, 1985 
suffered from steep falls in the oil price, 
depriving the economy of any signifi- 
cant “engine” of growth. Receipts from 
the oil/LNG sector last year were almost 
halved to US$12.4 billion, still provid- 
ing more than 65% of state revenues. 

In terms of overall management of 
the economy, the Indonesian Govern- 
ment and its technocrats continue to 
earn high praise for prudence and au- 
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increase — to be met from increased re- 
venue — will help spur investment and 
create jobs, but the real impact will be 
only marginal; it amounts to a small frac- 
tion'of the Baht 226 billion total expen- 
diture approved by the previous Prem 
government for fiscal 1987. 

It was obvious that the government's 
weak fiscal position could not accom- 
modate the larger increase demanded 
by the coalition parties. The Ministry of 
Finance (MoF) has already encoun- 
tered serious fiscal difficulties during 
the current budget year. Against the 
originally projected Baht 33 billion, of- 
ficials concede that the actual budget 
deficit would top Baht 50 billion. 

In retrospect, critics blame former fi- 
nance minister Sommai Hoontrakul's 
restrictive fiscal policy for causing the 
current strain. Commented one: "The 
cautious policy over public-sector debt 


Sommai: BoT: cautious policies. 
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formulation and expenditure has been 
and will remain a correct approach. 
However, the tax policy [in the past] has 
been a mistake and has become 
counter-productive." 

Obsessed by the goal of bringing the 
budget deficit within manageable 
levels, the previous government re- 
sorted to raising taxes during 1984-85. 
But the tax increase, implemented 
when export earnings were depressed 
by poor commodity prices and various 
business sectors were hit by a fall in gen- 
eral purchasing power, ended up doing 
more harm than good. 

According to reliable sources, the 
MoF was constantly operating under a 
near-crisis situation as it tried to strike 
some sort of a treasury balance. There 
were reportedly many occasions to- 
wards the month-end when authori- 
ties had to scurry around to find suffi- 
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sterity from international economists, 
- ho say the country is being run exactly 

s a banker would do it. A cut of 7% in 
uominal terms in the current budget 
plus a big slash of 22% from the nor- 
mally high level of development spend- 
ing has resulted in much trimmer and 
stronger macro-economic manage- 
ment, reflecting the government’s de- 
termination to ride out the storm from 
the continuing uncertainty on the global 
oil market. (The budget cuts were 
made, though, several weeks before the 
oil price took its unexpected plunge 
below US$20 a barrel.) 


Iso praised are the liberalisation of 

rules applying to foreign investors 
announced on 6 May, President Suharto's 
15 August speech calling for efficiency 
and productivity, and the reform of cus- 
toms procedures for a smoother flow of 
exports and imports that are part and 
parcel of continuing "structural reforms" 
that technocrats are pushing to improve 
competitiveness in the non-oil sector. 
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If the foreign business community 
remains guarded in its response to these 
measures, the more immediate concern 
is over the medium-term: balance of 
payments, as it struggles to service 
heavy external liabilities totalling 
US$32 billion in public and private bor- 
rowings. While these debts in absolute 
size may just be a third of the country's 
GDP, the World Bank report on In- 
donesia, released in May, foresaw an 
alarming debt-service ratio of 33% this 
year. As 60% of these borrowings are in 
currencies other than the US dollar 
(mostly yen), losses from the recent ex- 
realignments have in- 
creased this year's debt-service pay- 
ments by US$800 million, to US$5 bil- 
lion. The World Bank recommended 
keeping the current-account deficit to 
US$4 billion, or at 5% of GNP. 

Despite. the obvious strains, In- 
donesia will not seek a debt reschedul- 
ing, Suharto has said and foreign bank- 
ers believe. If the country were to try 
again to borrow commercially, there 
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cient cash for the civil-service payrolls: 

Early this year the tax policy was re- 
versed, effectively giving, among othe 
things, personal-income and corporate 
tax. reductions (REVIEW, 13 Feb.). 
Given the considerable lag before any! 
new tax reforms begin to produce an im- 
pact, some analysts now predict the gov- 
ernment's weak fiscal position will con- 
tinue throughout 1987. 

The originally projected Baht 184 
billion revenue target in fiscal 1987 has 
now been jacked up by Baht 1.5 billion, 
equal to the extra investment expendi- 
ture. This means the government may 
once more find it difficult to remain 
within next year's budgeted Baht 42 bil- 
lion deficit. Equivalent to roughly 496 


of gross domestic product, the deficit 


target follows an IMF condition accom- 
panying a two-year standby-credit pro- 
gramme granted in mid-1985 (REVIEW, 
26 June). 


W hat could have a stronger impact 
than the increased investment bud- 
get is the possible raising of the US$1 
billion public external-debt ceiling. The 
ceiling was set by Sommai in 1985 as 
part of the broader austerity drive to 
bring the country’s burgeoning external 
imbalances under control. | 
Although the previous government 
decided to maintain the same ceiling for 
fiscal 1987, officials of the new adminis- 
tration have mentioned the possibility 
of moderate increases — on the strict 


condition that any additional borrowing - 


must support export-oriented or high 


-employment-generating projects, two 


of the new government's key areas of 
concern. 

Thailand's prudent debt manage- 
ment is favourably recognised by the in- 
ternational financial community, which 
accords it one of the best credit ratings 


might be difficulties due to the worsen- 
ing balance of payments. Suharto re- 
cently told a Japanese parliamentary 
delegation he may ask creditor nations 


— most probably Japan, according to 


Japanese sources — to relend (recycle) 
some of its debt-servicing receipts. — . 
While this might be likely in 1987, 
central bank governor Arifin Siregar 
has pointed. to  Jakarta's foreign- 
exchange reserves still standing at a 
high US$10.7 billion, including por- 
tions from the private banking sector — 
enough to cover at least nine months of 
imports, Apart from this, Indonesia can 
draw down US$2.5 billion in unused 
credit lines. Some economists estimate 
the government has on hand more than 
US$3 billion accumulated from unim- 
plemented and unfinished projects 
budgeted in. previous years. So for the 
time being, these provide a comfortable 
cushion from which to. deal with 
emergency needs. The big uncertainty 
hangs over the medium-term prospects, 
at the mercy of the global oil price. D 
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The best of the Richard Hughes 
columns from 1971 to 1983 
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The life of Richard Hughes spanned nearly eight ae 5: Publiskdiens Sivisicn : 
decades, most of them spent as one of Asia's leading FAR EASTERN ECONOMIC REVIEW 
foreign correspondents. And Hughes’ world was 


G. P. O. Box 160 
peopled by the memories of those decades. Hongkong. 


It was a world of the hilarious .. , like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre...like the Teikoku 
poisoner who massacred a bank's staff for a haul of 
USS800. 


It was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Yes! Please send. . copy(s)ofthe 
Barefoot Reporter for which I enclose 
US$7.75 each. 


For surface mail delivery add US$1.00 
and for airmail delivery add US$3.00 
per copy. R0918BFHR 


Send to: 


Name: 


Address: 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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among devela Mne oo MEY borrowers 


— despite its relatively high debt-ser- 
vice ratio, about 25% at present. 
Against the tight lid on new commit- 
ments, the World Bank has suggested 
that Bangkok should borrow more to fi- 
nance medium- and longer-term growth 
(REVIEW, 24 July). 

Given tħe constraints on govern- 
ment expenditure, the prime task of re- 
viving the economy logically rests with 
the private sector. Private-sector-led 
growth was, in fact, one of the main 
strategies laid out in the fifth five-year 
plan (ending with the current fiscal 
year), but was never seriously pursued. 
The same strategy has been reiterated 
by the new government, and this time 
around, most analysts agree, there is lit- 
tle choice but to translate it vigorously 
into action. 

This may not be entirely easy. With 
the exception of selected manufactures 
— textiles and garments, canned food, 

wellery and other light manufactures, 
_ e export of which has proceeded rela- 
tively well in recent years — the major- 
ity of business sectors has been feeling 
the pinch of the economic slowdown; 
The true extent of private-sector injury 
is apparently much more severe than in- 
dicated by recent well-publicised corpo- 
rate failures — notably the collapse of 
the PSA conglomerate earlier this year 
(REVIEW, 29 May) and the more recent 
liquidity crunch. at Mah Boonkrong 
(REVIEW, 4 Sept.). 


wing to depressed commodity 
prices, agriculture-related busi- 
nesses have been particularly hard hit. 
About half of the country's more than 
20,000 ricemills are said to be bankrupt. 
These failures, combined with stag- 
nant investment, have translated into 
mounting bad loans and shrinking 
profits for the banks, the most im- 
portant economic force in this country. 
or instance, after-tax profits for the 


rst six months of the Bangkok Bank. 


and Thai Farmers Bank, the largest and 
second largest institutions, plunged 
51.5% and-42.476, respectively, com- 
pared to the corresponding period a 
year before. 

The picture is perhaps best summed 
up. by a senior banking source who told 
the REVIEW: “This is a real and big 
problem. While the government-re- 
venue shortfalls should gradually ease, 
probably after end-1987, the banking 
sector in particular will take much 
longer to recover. 

Although statistics on the banking 
system's performance (such as deposits, 
lending and assets) are regularly re- 
leased, BoT is prohibited by law from 
revealing the status of individual banks. 

Treating the issue with extreme sensitiv- 
ity, authorities fear that public disclo- 
sure of any institution's problems would 
not only undermine the banking sector 
but could also shake the overall econo- 
mic system. | 
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Greener fields in Asia 


Vancouver sees an opportunity in off-shore banking 


By Ashley Ford in Vancouver - 


T Conservative government of 
Canadian Prime Minister Brian 
Mulroney is bucking its political heri- 
tage of caution and long deliberation to 
virtually rush to create international 
banking centres (IBCs) in Vancouver 
and Montreal. Few in the Canadian fi- 
nancial community paid any attention 
to a throwaway paragraph in the 1986 
federal budget presented in February by 
Finance Minister Michael Wilson which 
said the government “was prepared to 
facilitate the establishment of interna- 
tional banking centres in Vancouver 
and Montreal." They are now scrambl- 
ing to cover their positions. 

Deputy Federal Finance Minister 


Stanley Hartt, the man charged with 


crafting the enabling 
legislation, told the Van- 
couver financial commu- 
nity early in August that 
both cities will “be 
operating as interna- 
tional banking centres 
within a year.” Hartt said 
the goal is to put pro- 
posed legislation before 
Wilson by February. 
Profits earned by 
Canadian banking oper- 
ations are now subject to 
a combined federal- and 
provincial-tax rate of 
about 50%. Interest paid 
on non-resident deposits 
held in Canada is subject 
to 15-2596 withholding 
tax. Banks must also 
hold, in a non-interest bearing account 
with the Bank of Canada (the central 


bank), a 10% reserve against all foreign 


deposits. 

All of this will change under the new 
regime envisaged by Hartt, intended to 
make the Canadian banks come home 
to do their international business. 

The speed with which the federal 
government is working represents a 
major triumph for a small group of 
influential Vancouver businessmen who 
have been pressing for establishment of 
an IBC, 

The group's long-term goal of turn- 
ing Vancouver into a kind of “mini- 
Geneva on the Pacific" appears to be 
moving ahead faster than even they 
could have imagined and in the face 
of hostility from such distinguished 
figures as the former governor of the 
Bank of Canada, Louis Rasminsky 
who, in a report to the federal govern- 
ment said: “The conclusion is that the 
benefits to be derived from major tax 
concessions designed to make Canada a 





Mulroney: unprecedented rush. 
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truly important international banking | 
centre would not be worth the cost." | 
Wilson appears to have been swayed | 
by more powerful arguments from the — 
Vancouver group that their city has all - 
the advantages necessary to become a | | 
major financial-service centre. 
Canada, and Vancouver in particu- - | 
lar, is attractive for a variéty of reasons. 1 
Chief among them is the country’s poli- - 
tical stability, a key factor in interna- | 
tional business. Vancouver has a large | 
Asian population with important off- - 
shore contacts and it is strategically | 
located on the Pacific rim in a. time 
zone that permits traders to deal with | 
financial institutions in Europe, New | 
York, Japan and Southeast Asia on the | 
same business day. It | | 
also has a major interna- | 
tional airport and state- | | 
of-the-art eommunica- | 
tions. d 
Apart from an al- 
ready well-established - 
banking and service | 
infrastructure, Van- | 
couver has one other key | | 
institution: an estab- 
lished stock exchange | | 
that has gained the repu- | 
tation — sometimes | 
slightly tarnished — of. | 
being North America’s | i 
leading venture- Eel | 
market. The Vancouver | 
Stock Exchange (VSE), | 
is modern and efficient | 
and ‘lists 1,850 com- | 
panies, the majority of which are re- | 
source-based. Market turnover for the 
first six months of the year was C$2. Sa 
billion (US$1.6 billion). " 1 
With the downturn in resources and | 
commodities the exchange is looking for A 
new “fields- to conquer™ and as Don 
Hudson, the exchange's president saved a 
“Asia is a natural market for us.” Hud- 
son senses that the stockmarket boom 5 
now spreading across Asia will generate 
a new period of economic growth in the ~ 
Pacific Basin. He believes his exchange: — 
is best suited to provide the venture | 
capital that many Asian entrepreneurs * 
will need in the future, but find hard | 
to raise in the markets of ehe 
Asia. fa 
Hudson, involved in the movement - 
for a banking centre from its incepto 
three years ago, is planning a marketing | 
mission to Hongkong and possibly other | 
Southeast Asian cities later this year. | 
The VSE is well known in Europe and | 
the US, but relatively unknown ime | 
Hongkong and the rest of Asia; — E | 





‘India’ S corporate sector 
faces challenge of change 


n the eve of independence in 1947, 
the ownership of Indian enterprise 
4 | was probably equally divided between 
— local and European interests. 
|. The establishment of the new nation- 
state began to change all this. The 
- change came in three key areas: 
=» The launching of major infrastruc- 
5 ture and national industrial efforts. This 
. developed through the creation of large 


M 


^ new government-owned enterprises; | 


E steel, shipping, insurance, fertilisers, 
pharmaceuticals and banking were 
. among the areas in which the govern- 
d ent began, or later created, corpora- 
tions for commencing business or taking 


. over existing businesses. Government 


. not only invested, but now began to | 


T nanage businesses. 


. A national industrial and business 


Boli began to evolve. This generally 
followed a pattern of encouraging a 
- mixed economy. It also initiated special 
protection and incentives for Indian- 
j 4 owned businesses. Government capital 

_ was made available to local entre- 
y preneurs at low or no cost, and many 

market protections and preferences 

were established. Behind a maze of li- 
.cences and bureaucracies grew a pam- 
pered class of big Indian businessmen — 
protected, making their own deals with 
government regulators, functioning in a 
. near-monopolistic atmosphere. 

> As time passed, a large number of 

foreign- -owned businesses were ac- 
quired by Indian businessmen. Many 
pr Indian businessmen began to 

function as representatives or agents of 
foreign multinationals. All of these 
groups sought government protection 
or a share of increasing government pa- 
tronage through contracts and supply of 
g goods and services to the government. 

. These developments led to a concen- 
Dion of power in many sectors of the 
economy. Many groups began to con- 

rol market segments and entrench 
themselves. The rhetoric of socialism 
became a wall which shielded the pow- 
erful new business class from public ac- 

-countability and from any meaningful 
competition. They also obtained easy 

“access to cheap public capital provided 

by the government. This, of course, re- 

sulted in government financial institu- 
tio ns beginning to take major equity po- 
sitions in companies. However, most 
‘government nominees on such boards 
of directors played little, if any, 
ju 1dgmental, restraining, or other useful 

TC role. Government money was provided, 
ind the new business class used it as if it 

ere their own funds. 

. This Epverninent involvement led to 


Swraj Paul is an Indian industrialist 
who heads the Caparo Group based 
in London. The following article is 
based on a talk he gave earlier this 
year. 





other ugly consequences. Using govern- 
ment capital, many unscrupulous indus- 
trialists were able to reduce their own 
equity positions and share of owner- 
ships. Eventually, most of them ran 
public companies like private estates, 
while owning a very small part of these 
companies. 

Now, after about 35 years of this 
financing and protection, India has an 
economy that is neither truly public nor 
truly private. It is only truly deceptive. 
It is an economy in which many sick in- 
dustrialists skilfully protect their in- 
terests and use public capital to under- 
write personal benefits and perquisites. 
The concept of public accountability is 
largely a hoax and is actually discour- 
aged by powerful business lobbies. 

It is true that much industrial and 
commercial development has taken 
place in modern India, but the perform- 
ance of the private sector has been abys- 
mal. Most of the large business groups 
dare not expose themselves to full and 
free competition, and the return their 
companies earn on capital employed is 
very small. Public companies are run 
like family shops and there is a deep re- 
sentment of any attempt to question or 
scrutinise the operations of these 
groups. 

This situation has led to a kind of ar- 
tificial business landscape in India 
today. On one hand, there are powerful 
business interests who talk constantly 
about the virtue of the private sector, 
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but make and often misuse money. t by 
using public funds and government pro- 
tection for their benefit. Most of their 
major industrial projects are signifi- 
cantly financed by the government and 
get special protective privileges. Yet, 
any attempt by the government or indi- 
vidual stockholders to advance the idea 
of accountability is deeply resented and 
bitterly opposed ay this industrial aris- 
tocracy. 

Every legal loaphdle and regulatory 
provision is exploited and manipulated 
to protect privilege and prevent effec- 
tive scrutiny of management. Shame- 
fully low returns on capital employed, 
and other dreadful mismanagement of 
public and investor capital, are covered 
up in this way. 

On the other hand, we have in India 
today a very active, but financially 
undernourished, group of small entre 
preneurs. These small businessmen sur 
vive and sometimes even prosper due to 
their ingenuity and flexibility. Yet, they 
are the step-children of the Indian busi- 
ness sector. They are unable to get large 
financing or special protection. In spirit 
they are the true exponents of free en- 
terprise, but the neo-monopolies of 
large interests hinder the progress of 
these smaller enterprises. 

Between the heads of the monopolis- 
tic giants, whom I call the modern 
maharajas, and the small businessmen, 
are two other significant groups :en- 
gaged in business in India. One of them 
is, of course, the government corpora- 
tions — fully owned and managed by 
the government. Many hundreds of 
these exist today — in banking, insur- 
ance, steel, mining, transport and other 
areas. While their middle and technical 
management is often professional, the 
top-management positions are fre- 
quently filled by political appointees. , 


A: one can imagine, bureaucracy, in- 
efficiency, low returns and general 
lack of motivation characterise these 
corporations. However, critical areas of 
the economy are dominated by them. I 
once calculated that any halfway com- 
petent management could increase the 
profitability of these government corpo- 
rations by more than 100% within six 
months. 

The fourth group — honest business 
houses of some size — is the sad victim 
of the system. In fact, the system and 
those who [manage] it, have created a 
situation where the honest entre- 
preneur of any size is at a serious dis- 
advantage. It is an unfortunate state of 
business affairs when failure is re- 
warded and honesty and success are 
penalised. 

Let me make two observations about 
this system in its entirety. First, it can- 
not ever produce the tvpe of dynamic 
business growth that a country like 
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India needs and is quite capable of pro- 
ducing. Secondly, the complexity and 
self-protective nature of this system, 

ánd particularly the attitude of the big- 
business operators within it, cannot pro- 
duce the kind of participation and pub- 
lic confidence that encourages invest- 
ment by the average individual. With- 
out this participation, it is difficult to 
build the kind of broad-based economic 
democracy that raises nations from pov- 
erty to affluence. A rising tide must lift 
all boats — not raise the richest and sink 
the others! 

So, you may well ask, what can be 
done and what approaches will be help- 
ful in this situation? My answer is that a 
few, relatively modest steps can trans- 
form the business environment and help 
to develop both business and the na- 
tional economy. Four measures, in 
particular, can energise the private sec- 
tor and make it a really constructive 
contributor to national progress. 


First, the creation of a viable, fully 


AJccountable and properly organised 
stockmarket. The rules which govern 
the issue and transfer of shares listed on 
Indian stockmarkets are both anti- 
quated and not designed to inspire any 
confidence in the investing public. 

The management of any listed com- 
. pany can now refuse to allow the trans- 
fer of stock purchased in the open mar- 
ket. And, it will not suffer any penalty 
for this. Anybody can buy shares, but, if 
managements do not like you, they will 
refuse to register the transfer of shares 
openly traded on the stockmarket and 
so cheat you of your ownership. In this 
way, managements can and do subvert 
the role of the market through their 
whims and fancies. 

| know this all very well because it 
happened to me recently. Many man- 
agements of public companies in India, 
businesses traded on exchanges with 
many public stockholders, engage in 
practices which would put them in jail in 
most countries — including Britain and 
the US. Unless these, and other mal- 
practices, are controlled and policed ef- 
fectively, there will be no real large- 
scale ownership of shares by the public. 

The lesson from most countries 
where elements of the free-enterprise 
system exist, is that great economic pro- 

gress comes when large numbers of the 
public begin to invest in the private sec- 
tor through ownership of shares. This 
same lesson could well apply to India, if 
we can create an honest and meaningful 
stockmarket — a stockmarket which 
will control and cleanse the rotten state 
of corporate management in many pub- 
licly traded companies. 

A second measure which will change 
the climate for enterprise in India is to 
establish some effective management 
and accountability in government- 
owned businesses. These great corpora- 
tions which dominate so much of Indian 
economiolife are engaged in a wide var- 
iety of businesses. I am not against gov- 
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ernment involvement in business, but 
effective management is the only way in 
which these subsidised and often 
money-losing enterprises can contri- 
bute to the future of India. 

To improve these operations, the 
government should privatise all, or a 
major part, of them. Sale of stock or, in 


M uud projects. The native talent and | 


Indian industry: abysmal performance. 





some sensitive industries, sale of 4996 of 
stock, to the public would change the 
entire picture. The government would 
release much of its blocked capital, bet- 
ter management could be installed, and 
greater public scrutiny and accountabil- 
ity would result. The impact on profits, 
production and services could be 
dramatic. 


third area for initiative concerns the 
implementation of an effective po- 
licy on non-resident investment in 
India. In 1983, the government tried to 
tap the vast investment capacity latent 
in the resources of Non-Resident In- 
dians around the world. I have esti- 
mated a potential of around US$5 bil- 
lion in this pool of capital. India is al- 
most unique in the size and emotional 
attachment of its expatriates. A care- 
fully thought-out programme would 
harness this money for investment into 
India and would benefit the country 
enormously. 
The concept of attracting non-resi- 
dent investment, the 1983 concept, was 
correct. However, in implementation, 


€ Now, after about 35 years of 
this financing and protection, 
India has an economy that is 
neither truly public nor truly 
private. It is only truly 
deceptive. 9 
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for those expatriates who heeded the | 
government's call and invested in India. | 
Corruption, bureaucracy, the insecurity | 
of venal managements, misuse of the | 
legal process — all this, and more, com- | 
bined with ill-defined government po- | 
licy to deter further non-resident invest- | 
ment. E 

Today, a very uncertain and con- | 
fused situation exists regarding expat- | 
riate investment. Uncertainty and con- | 
fusion are the last two things which ex- |. 
patriates want. And so, a great pool of | 


resources exist. I believe that a fair, 
clear and attractive policy can garner a |. 
huge amount of this foreign exchange S| 
for India and its people. | 
Finally, I believe that the whole ap- — 
proach of successive governments to- | 
wards the private sector has unfortu- E 
nately favoured the large ontrepre iem | 
and big capital projects. The focus | 
needs to be shifted towards the smaller | | 
entrepreneur and small or medium- | 


skill of the ordinary Indian, especially in — 
the field of enterprise, is arimatch odii 
anywhere else in the world. These attri- _ E 
butes have not been harnessed because | 
government policy and big industrialists | 
have not allowed the small businessman - 
to realise his full potential. | 

A vital necessity today is a vigorous | 
effort to support and develop industrial - 
and commercial expansion by those. | 
reinforce their talents. The answer to- | 
many of India's economic problems |. 
rests not so much in the creation of em- | 
ployment as in the creation of self-em- d 
ployment. 

I am convinced that with these four” 
steps — increased accountability in pubes j 
lic companies, more privatisation, bet- | 
ter non-resident investment program- 
mes and encouragement of small busi- - 
ness — the Indian private sector can be 
transformed into a major force for na: 4 
tional development. $e A 

The suggestions I am making are no d 
revolutionary, not even radical. The y 
can be implemented without any signifi- — 
cant dislocation in the economy. Yet, 14 
believe they will create a new environ- | 1 
ment of hope and vitality. Failure 1 
move in these areas will see the private 
sector remaining an ineffective engined 
for national development — question- 
able, uncertain and undeserving of s | 
lic confidence. E 

Nobody, least of all Indian business- c 
men, should ever forget that business | | 
takes place within the crucible of na- | 
tional life and is part of it. Attempts to | 
separate one from the other can only. | 
produce disaster — as many multina- 
tionals have found to their cost in the | 
Third World. In the Indian context, this | 
means that the future of the nation will | 
largely determine the future of its pri- | 
vate sector. A 


To my mind, the future of India i s | 
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emocracy. It is demo 


hich enables us to fight for demo 



















gement power in business. 
Despite certain worrying signs, such 


democracy will endure. This, of course, 
eans that the role of the private sector 
ill remain strong and vigorous. - 

Another important concern about 
dia is the stability and integrity of the 


nt and destroy the free mobility of 
ducts-and capital within the larger 
lified market that is India. In recent 
years, we have seen signs of these divi- 
sive tendencies. Fortunately, they have 
een confined to small regions of the 
untry, and do not seem likely to ex- 
nd. The private sector must realise 
at.it has a vital stake in the unity of 


in business. Just as democracy is the 
great restraint on the abuse of power in 
Olitics, itis the only check we have 
gainst the abuse of economic and man- 


as the rise in violence, it appears that 


idian Union. Any widespread instabil- - 
y will shatter the climate for invest- 
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'onetary and fiscal policies are also 


the private sector in India. Today, the 
government is trying to shape long-term 
approaches in these areas. This is com- 
mendable, but it has to be sustained. 
The world of business, both interna- 
tional and domestic, is watching the im- 
anticipation. So far, the. prospect ap- 
pears positive. AE : 


tions, suggest that, given reasonable 


political conditions, India could be 
headed for a significant breakthrough 
from relative. stagnation to a. more 
dynamic economic future. Such pro- 
gress can be accelerated through a new 
approach to the role of the private 
sector in the economy. This requires 
both change and a willingness to adapt 
to change — qualities which the Indian 


fi a factor that will affect the future of 


plementation of government policy with - 


These, and other general indica- 
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populated with the poor, who are seek- 







barbarism. Unfortunately, big busine 
has been largely associated with this 
privileged elite. The other India is 


ing a better life and greater opportunity. 
The future of India lies in ways in which 
these two Indias will interconnect and 
interrelate. To improve this relation- 
ship. is the great task for the national 
leadership. In that task, the private sec- 
tor has a major role to play. It can best 
perform its part by reducing its alliance 
with the elite and becoming more re- 
sponsive to popular feelings. — 
Whether the private. sector will 
prosper or perish depends largely on its 
own capacity to engineer that respon- 





siveness and on the government's capa- © 
city to encourage that response, 
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ff arious leading indicators are now in 
W alignment to show Australian eco- 
‘nomic activity slowing down marked- 
y under the weight of interest rates 
ustained at high levels for nearly a 
Car. 
< A steady fall in one closely watched 
index over eight months has induced its 
co-author, Westpac Banking Corp., to 
arn that the economy will face a real 
recession in 6-12 months, rather than 
he "slowdown" the bank has been pre- 
icting for some time. Another straw in 
he wind — the chart of job advertise- 
‘nts kept by the ANZ Banking Group 
Iso shows a contracting labour mar- 
for the four months to August. 
he Australian Bureau of Statistics 
ch on industrial output reported de- 
nes in 19 out of 30 categories, with the 
sic iron and raw steel section down 
o for August. Low consumer confi- 
e is reflected in new motor vehicle 
strations, down 21% in July from a 
earlier. , 
Vith the slump spreading across the 
onomy, many private economists say 
federal government forecast of 
% growth in gross domestic product 
te 1986-87 fiscal year (ending 30 
— though a sharp drop from the 
o growth achieved in the last fiscal 
ar — is overly optimistic. Generally, 
private Sector sees about 1.8% 
wever, Treasurer Paul Keating 
indicators tended to over- 
estic-demand factors. Gov- 
onomic strategy, outlined in 
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Keating's 19 August budget speech, 
had been aimed at firmly reining in 
domestic demand, while encouraging 
export and import-substitution activity 
to take up economic capacity over the 
year. 

Initial hopes that the low budget def- 
icit target set by Keating — A$3.5 bil- 
lion (US$2.1 billion) this year as against 
last year's A$5.7 billion — would 
quickly ease interest rates have not been 
met. Instead rates climbed to a six- 
month high at the end of August, with 
private bank benchmark lending rates 
jumping to 18-18.5% from below 17% 
after easing from the 21% level 
reached during the even tighter 
squeeze imposed late last year by the 
Reserve Bank of Australia (RBA, the 
central bank). | 

This is largely due to the poor out- 
look for any rapid improvement in Aus- 
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perhaps A$14.7 billion this 
year before turning around, 
given the weak commodity 
and minerals market outlook. 

Money-supply figures sug- 
gest that the monetary brake 
cannot be applied much long- 
er, given that business invest- 
ment is already extremely 
low. Growth in broad money 
supply (M3 plus deposits in 
non-bank institutions) slow- 
ed from 13.3?5 in the year to 
June to 11.9% in the year to 
July. Peak growth had been 
. 16:4% in the vear to October 

1985. . NT 

Since the budget speech, the floating 

Australian dollar has stabilised in the 








range of 61-62 US cents and close to- 


31. on RBA's trade-weighted index. 
Steadving the | 
another object of tight interest rates, 
but government leaders now seem to 
show less interest in raising its value 
than in previous months. Conjecture is 
that RBA's on-market activity may now 
be applied as much to dampening up- 
ward surges as downward. 





The apparent acceptance by trade 


unions of further “discounting” for 
price increases in import. costs in the 
next semi-annual round of automatic 
adjustment of wages to inflation is prob- 
ably behind this. But Canberra's judg- 
ment that unions cannot be pushed into 
a total wage freeze puts limits on its wil- 


lingness to let the dollar fall where. it 


will. 






currency has been 


— Hamish McDonald. 
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Todays flavour in shipping, is round-the-world services. Nedlloyd Lines has not only 
anticipated the current trend but has been operating the round-the-world concept for many years. 
Services pioneered, perfected and proven. So when it comes to your global requirements choose 
Nedlloyd Lines. All ways round-the-world with Nedlloyd. Worldwide transport at its best. 


Nedlloyd Lines, Houtlaan 21 - 3016 DA, Rotterdam 
Telephone:4177933 Telex 24690 NEDL NL 


^ Member of Nedlloyd the Worldwide Transport and Energy Group 




















The effective use of today's capital 
markets demands a bank with global 
expertise and resources. Your bank must 
have the ability to manage and place 
offerings, whether fixed or floating rate 
Euro-bonds, in any of a dozen currencies. 
It must demonstrate the innovation to use 
warrants or options to provide maximum 
flexibility. It must have the resources and 
contacts to execute even the largest 
swap transaction, either as principal or 
intermediary. Finally it must maintain the 
worldwide network of financial partners 
needed for a sound, stable secondary 
market. 

The fact is, Deutsche Bank ts a world 
leader in Euro-financing. Last year we 
lead-managed issues valued at US$ 
75 billion. Our clients know they can 
depend on us to produce the most effec- 
tive financing, with the greatest assur- 
ance of immediate placement. And they 
know they can rely on our conserva- 
tive, yet highly innovative service - 
because standing behind Germany's 
leading bank are 40,000 seasoned 
banking professionals. 


At Me will findtalented 
people skilled in the century-old tradition 


of “Universal Banking” - the effective 
combination of credit-based commercial 
and service-oriented investment bank- 
ing. Count. on their ingenuity to help 
you identify the most efficient means of 
meeting your financial requirements. 

For Euro-financing + as well as other 
investment and commercial banking 
services ~ consider making Germany’ S 
leading bank your bank. 

Contact the Deutsche Bank nearest 


. you or any branch of European Asian 


Bank — our subsidiary i in 12 Asia-Pacific 
countries. 


Deutsche Bank at a glance (Dec. 31,1985]: 
e Total Assets (in bn US$) 96.4 
e Capital & Reserves (in bn US$) 38 


e Branches Worldwide 1,410 
e Employees 46,85] 
e Stockholders 245,000 


"The leading bank in Germany — à world 


leader in international finance" 
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Published Fortnightly... 
cwm The Most Authoritative Newsletter Of Its Kind .. , 
- : We take great pleasure in introducing the JAPAN FINANCIAL 
Mesi REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Far 


Eastern Economic Review, Asia's leading business/news 
magazine. 


Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principle source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 
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Hanson Uniquely Qualified... 


Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
The Financial Times and The Times of London among other prestigious journals. 


Autre i et 


Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
which can help you chart a safe course through the labyrinth of Japan's financial world and at the 
same time provide you with an unparallelled insight into the workings and thought process of the 
Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


For Bankers, Brokers, Corporate Treasurers etc... 

Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep you 
abreast and, in many cases, ahead of rapidly changing events which can and often do affect Japan's 
financial, economic and industrial well being. 





Act Now And Begin Reaping The Benefits ... Subscribe Now . "x 


Don't delay! No other publication of any kind pce Qo gemis meo en QNI Md ed Me edu = 
can match the scope and depth of information FAR EASTERN ECONOMIC REVIEW LTD 


| | PUBLICATIONS DIVISION 
you'll get in every issue of the JAPAN FINAN- 
CIAL REPORT. Do it now while you are think- GPO BOX 160, HONG KONG 
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Should the JAPAN FINANCIAL REPORT fail for 
any reason to live up to your expectations you ' Expiry date 
may stop your subscription at any time. We'll 
promptly refund the unused portion of your i 
subscription payment. So you see you have | Signature 
everything to gain and nothing to lose. ' 





Card Number 





R0918JFR 





| 
ing about it. To subscribe simply complete the , LJ Please enter my subscription to the JAPAN FINAN- | 
special trial subscription order form and return — — CIAL REPORT for the indicated term. | 
it with the indicated amount in the handy self | Ionas Che duel NL Quin the amountot -osz (Or | 
addressed envelope. Please charge my credit card. | 
| i 1] 6 months US$272 O 1year US$495 | 

JAPAN FINANCIAL REPORT is designed to  . (Payment may be made in equivalent in local 
help you by providing vital information you ` currency) E 
need which in the short term might save you — Name | 
time, energy and money, and in the long term | | 
help in strengthening your Japanese business | Address | 
activities. ! | 
Guarantee... Charge EE | 
| card | 
| | 
| 
| 
| 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
L 


= LO 


HEMISTRY : 
MEN OF ACTION 






- 


mim XR at aan tie 


MERE eRe 
^ A ` = 7 - ^ 







From its inception, 
ATOCHEM has asserted 
itself as a decisive determined 
organisation with confidence 
in the future. 


Its philosophy : team spirit, 
efficiency and performance. 


ATOCHEM 


Its main trump card : groupe elf aquitaine 
EM 


the quality of its products and 


of its personnel. 
4, cours Michelet 


La Défense 10 - Cedex 42 
92091 Paris La Défense (France) 
Tél. (1) 49.00.80.80 - Télex: ATO 611922 F 


HE WAY FORWARD 


Men of action, 
like Erik Boulard. 


ATOCHEM : 





The prestige of the number one address in the 
business world. The esteem of the tallest building outside 
the United States. The efficiency of one of the most 
technologically advanced office complexes in the world. 

At OUB Centre, productivity and prestige work hand 
in hand to give your company many distinct advantages in 
today's business environment. 


Building Automation System 
A fully computerised Building Automation and 
Security System will ensure efficiency, comfort and safety. 


Emergency Power Supply 

Even if there is a complete power black-out, business 
can carry on as usual. Thanks to a special emergency 
power system, all computers, telex and telefax machines 
will be unaffected. And 50% of the 31 ultra modern 
express lifts will still operate. 


Economical After Office Hours Airconditioning 
For your convenience, 24-hour airconditioning is 
available at economical rates. 


Column-Free Space 

OUB Centre's column-free office space with built-in 
trunking system will offer you maximum flexibility in 
office layout planning. 


Ample Carpark 

There will be 316 basement lots and another 1,069 
lots in the Golden Shoe Carpark which is conveniently 
linked to the building by a covered pedestrian bridge. 


MRT 
OUB Centre is located right at the door step of the 
Raffles Place MRT station where all the trains meet. 


Recreation Facility 
Within the building will be a full facility health club, 
offering a welcome respite from work. 


Management 

As the owners are also the major tenants, you can be 
sure OUB Centre will be immaculately 
maintained. 

Call our marketing agents today 
and find out about our new revised 
1986' rental rates. You'll be pleasantly 
surprised. 





OUB CENTRE 
One Raffles Place 


Asia's tallest 


OUB CENTRE LIMITED 


33rd floor, The Mandarin Singapore 

333 Orchard Road, Singapore 0923 Cable: MANRINOTEL 
Telex: RS 21528 MANOTEL, Singapore 

Uu Office On-Site Telephone: 532 2577 
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" "The Government and the Urban Redevelopment Authority shall in no way be liable for any default 
PAG D R O JECT or failure in complying with any of the terms and conditions of the agreement for subleasing sale or 
. transfer as the case may be on the part of either the Developer or the individual sublesses or purchasers." 
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101 Cecil Street, 414-01 Tong Eng Building, 
Singapore 0106. Telex: VALUER RS 34722 
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Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in loca! currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


— St 


Please enter my subscription for 
O 3 months [] 6 months [] 1 year 
[] Please include the Yearbook at extra 


US$24.95/HK$195. For airmail delivery, 
please add: US$7/HK$55 


Payment of is enclosed 
(Please print in block letters) 
Name 
Address 
Country 
[] Jetspeeded C] Surface mail 


Cheque payable to Far Eastern Economic Review enclosed 


To: Circulation Manager 
Far Eastern Economic Review, E 


GPO Box 160, Hongkong 
WONC0918 


OMNE: loo 


iB Lm y 









no": 5 4 eu ~ AH I 


—2 r * LO E m 
— á——Àná = =a rx 
e^ D wh T1 "e Di x 
v $ ifs S Sy un. A uw | 
du » | 1 a 


IMRI 


EA Ww 










A 
o M 
TIN 

i 
a i 
' 





e THE introduction by the Singapore 
International Monetary Exchange 
(Simex) of the world's first futures con- 
tract based on an index of Japanese 
equities is a significant development in a 
city-state still striving to gain promotion 
from the second division of interna- 


tional financial centres. In a region |; 


where national money markets are jeal- 
ously protected, Singapore has little 
choice but to find niches where no ex- 
change has ventured before. 


With Japanese authorities still suspi- 
cious of something as speculative as fu- |! 
tures trading, the opportunity provided |. 


by Simex for international fund mana- 
gers to hedge their investment in the 
world's second-largest stockmarket, at 
one-tenth the transaction cost of the 

iderlying securities, seems like a natu- 

l winner. The auguries look good. The 
Tokyo Stock Exchange (TSE) is show- 
ing signs of overheating after gaining 
40% in value since the beginning of the 
year, so the need for insurance against a 
significant correction is rising. Turnover 
on Simex of the Nikkei index of 225 
stocks has already set an impressive 
pace for such a novel device. Trading 
averaged 1,205 contracts a day in the 
three days following the market open- 
ing on 3 September. 

Everybody is aware, though, that it 
is not the first three days that will count 
for the Nikkei contract but the first 
three years. It will take 12 months or so 
to establish itself and then double that 
time to see whether it withstands the ex- 
pected competition from Japan. The 
Osaka Stock Exchange is planning to 
launch a futures contract, comprising a 
package of 50 stocks, before March and 
the TSE's policy committee has started 
- amining how to set up its own stock- 

dex futures contract. 

Japanese investors have taken to fu- 
tures trading like a businessman to sake. 
In the only contract so far available in 
Japan — yen government-bond futures 
— trading has risen six-fold since the 
market opened last October. It is not a 
question of whether the Japanese 
Ministry of Finance will authorise trad- 
ing in other financial futures, but when. 
Simex's chairman, Ng Kok Song, be- 
guilingly portrays Singapore's potential 
relationship with Tokyo as analogous to 
that of Chicago to New York. While the 
Big Apple is the premier money centre 
in its time zone, the Chicago Mercantile 
Exchange (CME) has carved out a place 
for itself as the main market for finan- 
cial futures in the US. 

The time in Tokyo may only be one 
hour different from that in Singapore 
and they may be part of the same co- 
prosperity sphere, but the analogy ends 
there. It is difficult to believe that the 
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Japanese will allow a flea like Singapore 
to live off their behemoth. As Tokyo 
opens its doors wider to the outside 
world, it will try harder than ever to re- 
tain as much financial business within 
Japan as possible. 

Simex is also starting off with a basic 
disadvantage: companies and individu- 
als resident in Japan are forbidden from 
dealing on futures exchanges abroad. 
This does not stop overseas subsidiaries 
from dabbling — there are more than 20 
Japanese corporate members on Simex 
— but it does tend to cramp their style. 
These are not the only institutions 
which are hindered from diving in 
wholeheartedly. 

Resident US financial institutions 
are constrained from using the Nikkei 
contract until their regulatory author- 
ity, the Commodities Futures Trading 
Commission, says officially it will take 
no legal action against them for buying 
or selling this foreign contract. Simex is 
seeking an undertaking from the com- 
mission that it will take no action — 
usually a formality, but it could be up to 
six months before the red light turns 
green. 

Shroff would not be surprised if the 
Japanese rule about investing in foreign 
futures were to be lifted just as Tokyo's 
own stock-index contract began trad- 
ing. But Singapore may benefit from a 
plan under consideration to mutually 
offset its Nikkei-225 contract on the 
London International Financial Futures 
Exchange and eventually on the CME, 
where Simex already enjoys such facili- 
ties for four of the other five contracts. 

In the next few weeks, Simex adds 
another contract, US treasury bonds, 
which will be broadly similar to a highly 
successful one on the Chicago Board of 
Trade, CME's great rival. This will 
make seven instruments in all on Simex, 
including a virtually moribund gold fu- 
tures contract. Overall, turnover is 
moving healthily in the right direction, 
with the total number of trades on 3 
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September amounting to a record 8,860. 


contracts, albeit artificially boosted by 
the brouhaha of the first half-day's 
business in Nikkei futures. 

Simex is averaging more than 3,500 
contracts a day at the moment mn 
says he would like to see it rise to 5, 


by the end of the year and to 10,000 by TR 


mid-1988. In his view, if the Nikkei con- 


tract flies, it will soar to great heights. | | 
He does not care to consider the alter- | — 


native. 


€ IN the stockmarket. where the Straits | 
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Times Index is trading on a prospective | - 


price/earning ratio of 32 on the strength | | 
of a single official quarterly report of eco- | — 


nomic recovery, the state investment 


company, Temasek, prudently decided |. 1 


that the time was ripe for some selling. 


In fact, the sale of 17.5 million shares in | 
United Industrial Corp. (UIC) and 6.6 — 


million of National Iron & Steel wasthe | 3 


biggest since Temasek cut its stake in 
Singapore Airlines in November. 
These transactions do not represent 


another stage in the government's plans - ; 7 


to privatise everything from schools to | — 


the coming subway system. Instead, 


they are the disinvestment of stakes in © 
firms which are not considered vital to | 


the national interest. The distinction is | . 


important when it is noted that the | - 
buyers of 90% of those shares were for- | — 


eigners, including the Kuwait Invest- 


ment Office, which now owns 5.14% of | 
UIC. The fact that the shares were sold © 


to non-residents in transactions made | ~ 


outside Singapore vividly illustrates that - 


local businessmen do not have the 


wherewithal to “privatise” much of | | 
what the Singapore Government has to | — 


offer. 


to set up an office in, say, London to 
spread the word about what shares are 


likely to become available. Since the © 

Singapore Stock Exchange is stickingto | 
its ceiling of 49% foreign ownership of | |. 
brokerages, despite government pres- | 


If the state continues to sell plums, as Je 
promised, it would pay the local | 
stockbrokers, an appallingly insularlot, | 


sure, why not take the offensive into the | - 


foreign camp? The big four bank-brok- 
ers, still weak on corporate research, 
could poach an analyst or two from the 


other brokers and send him or her | | 


abroad. 


It was logical that Temasek would © 


want to sell its shares in UIC, which had 
botched its July takeover bid for Intra- 
co, the state-trading firm. Temasek now 
says it will hold on to its 26% direct 


stake in Intraco until the trading group | _ 


sorts itself out after the top manage- 
ment has been spring-cleaned. Since 
first-half net profits fell by 6% to S$2.3 
million (US$1.1 million), the new team 
has a hard job ahead of it. 
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The Hongkong Government rescues its seventh local bank 


By Anthony Rowley in Hongkong 


T he Hongkong Government has come 
to the rescue of yet another of the 
territory's ailing banks, the Hong Nin 
Bank controlled by the Lee family 
headed by Lee Ping-chiu, the bank's 
chairman. Doubtful loans in Hong Nin's 
portfolio have contributed to a sharp 
deterioration in its liquidity, and cast 
doubts on the outcome of a pending ac- 
quisition of Hong Nin by the Hong- 


= kong-based First Pacific group. Hong 


Nin's problems stem largely from its in- 
volvement with one major local Chinese 
business group in Hongkong headed by 
Sir Kenneth Fung Ping-fan. 

Hong Nin is the seventh bank to be 
rescued by the government in the past 
three years, and, with total assets well 
under HK$1 billion (USS128.2 million), 
the smallest. In announcing this latest 
bit of positive interventionism, Com- 
missioner of Banking Robert Fell stress- 
ed that the final solution to Hong Nin's 


.| problems would have to be “commercial” 
rather than a government takeover. 


This could include liquidation if 
other options failed, said Fell, but pub- 
lic depositors would be safeguarded. 
The government was committed only to 
averting “disorderly collapses” of 
banks. Immediately after the govern- 
ment statement on Hong Nin on 8 Sep- 
tember the First Pacific group (control- 
led by Indonesian entrepreneur Liem 


Sioe Liong) announced that it was re- 
viewing its position on the prospective 
takeover of Hong Nin. The group is ex- 
pected to announce its decision on whe- 
ther or not to proceed within a matter of 
days. 

Fell said that after consultation with 
Financial Secretary Piers Jacobs (and 
acting under Section 52 of the Banking 
Ordinance) he had assumed control of 
Hong Nin Bank. This action had been 
taken because a combination of events 
had increased pressure on the bank’s 
liquidity, which was already at a “low 
level.” An “immediate improvement in 
the management of the bank’s loan 
portfolio is called for,” said Fell. Hong 
Nin, with its headquarters in Hong- 
kong’s Central business district and four 
branches elsewhere in the territory, 
would remain open and operate nor- 
mally. 

While the banking commissioner 
remains in control of Hong Nin, the offi- 
cial Exchange Fund will extend an un- 
quantified line of credit to the bank “to 
enable it to meet its obligations in full on 
time.” Fell was at pains to point out dur- 
ing a press conference on 8 September 
that this did not mean that the govern- 
ment was injecting any permanent capi- 
tal into Hong Nin as it has with other 
banks taken over (such as Hang Lung), 
or that the Exchange Fund would offer 





Capital, just capital 


Australia changes the rules to give banks greater lending power 


By Hamish McDonald in Sydney 

change in capital-adequacy require- 

ments for Australia’s three major 
privately owned banks -—— Westpac 
Banking Corp., Australia and New 
Zealand Banking Group (ANZ) and 
National Australia Bank (NAB) — will 
give them greater lending power, par- 
ticularly in overseas markets. 

The Reserve Bank of Australia 
(RBA, the central bank) announced on 
5 September it would redefine “capital” 
to include general provisions for doubt- 
ful debts, revaluation of properties re- 
corded in accounts, and — most signifi- 
cantly — certain forms of perpetual 
floating-rate notes (PFRNs). 

At the same time, the RBA saia it 
would negotiate higher minimum capi- 
tal ratios with each bank. As a bench- 
mark, the banks would be called on to 
raise their capital from the present 5% 
to about 6% of assets. This lowers from 


20:1 to 16.6:1 a bank's permitted “gear- 
ing." 

Even so, the redefinition of capital 
brings the banks close to or beyond the 
new minimum. Banking analyst Brad- 
ley Rees of Melbourne stockbrokers 
J. B. Were and Son calculates that as of 
the 30 September 1985 balance date ob- 
served by all three banks, capital stood 
at 5.7% of assets for ANZ, 5.8% for 
NAB and 6.6% for Westpac. Converti- 
ble notes issued by NAB, if converted to 
shares as generally expected, would 
raise that bank’s capital to about 6.3% 
of assets by next July. 

Westpac took immediate advan- 
tage of the new freedoms by issuing 
US$500 million of PFRNs on the Euro- 
market within hours of the RBA an- 
nouncement. The State Bank of Vic- 
toria, not under RBA supervision like 
other state government-owned banks 
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whereby the Exchange Fund agreed to 
underwrite certain potential, losses of 
the collapsed Kah Wah. before Pe- 
king-controlled Chin E ekerhationga 
Trust and Investment Corp, would take 
it over has been the subject of consider- 
able controversy. 5 

Fell said that whatever. credit lines 
were made available to Hong Nin would 
be recoverable once a commercial deal 
for the purchase of the bank went 
through. He expressed optimism that 
First Pacific might still go ahead with its 
purchase, but that now looks prob- 
lematical. The bad loans with which 
Hong Nin is burdened, along with what 
Fell called *weak management," are now 
looking a good deal worse than when 
First Pacific announced tentative agree- 
ment to buy the bank on 30 July. 


H ong Nin has a substantial exposure 
to companies connected with local 
businessman and philanthropist Sir 
Kenneth Fung. The exposure is 
lieved to be around HK$160 mill... 
in Hong Nin's total loan portfolio 
of around HK$400 million. The na- 
ture of this exposure is not straight- 
forward. Sir Kenneth’s principal com- 
pany is Fung Ping Fan & Co., a di- 
versified group with leisure, travel, ser- 
vices, franchising and numerous other 
activities. 

The REVIEW understands that the 
Hong Nin exposure is not to Fung Ping 
Fan & Co. but to various companies 
controlled by Sir Kenneth's sons Ken- 
neth and Cyril, who are also directors 
and shareholders of Fung Ping Fan & 
Co. These companies are said to have 


Westpac: acted immediately. 
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but following its prudential guidelines, 
also went to the Euromarket with 
US$125 million of “undated capital 
notes.” Given the sound rating ac- 
corded Australian banks by major in- 
vestment houses, the issues were re- 
ceived well. Expectation of the change 
in the capital-adequacy policy also lifted 
the share prices of the three banks 
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engaged in business ventures in the US 
‘which are now in difficulty. North 
Carolina National Bank (NCNB) is cur- 
rently suing members of the Fung Ping 
Fan poe n alleged failure to dis- 
charge liabilities of US$3.6 million 
under a guarantee made to NCNB three 
years ago. Sir Kenneth has engaged ac- 
countants Ernst & Whinney to review 
the financial situation of his own 
company and another accounting firm, 
Arthur Young, to review the position of 
companies controlled by his sons. 
Standard Chartered Bank is also a 
banker to Fung Ping Fan & Co., which 
created various charges on assets in the 
bank’s favour earlier this year. Under 
the rescue operation for Hong Nin, a 
senior officer from Standard Char- 


Hong Nin Bank: doubtful loans. 





strongly over the three weeks before the 
announcement. 
. The Westpac issue will raise the 
bank’s capital to around 7.9% of assets, 
-^llowing several billion dollars worth 
f new lending. While ANZ and NAB 
"uad apparently not anticipated the po- 
licy change so confidently, the two have 
indicated they, too, will shortly issue 
subordinated perpetual debt. 


jx availability of perpetual-debt cap- 
ital has solved a worry for the three 
banks, as they try to expand their over- 
seas assets from a capital base which is 
being rapidly diluted by the falling 
Australian dollar. ANZ in particular, 
with its foreign assets making up more 
than 50% of its total loan portfolio since 
the Grindlays Bank takeover, had been 
forced to consider a substantial new- 
share issue of perhaps A$300 million 
(US$184.8 million). 

Westpac managing director Robert 
White said the new PFRN issue had 
made Westpac’s gearing less susceptible 
to exchange-rate movements, and had 
helped put the bank on a “competitively 
neutral base” with the major interna- 
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tered’s commercial-banking division, 
Tony Gould, will assist the banking 
commissioner in the control of the 
bank, reporting directly to the commis- 
sioner. But Standard Chartered will not 
be providing any special support lines 
under the arrangement. 


ong Nin's balance-sheet total as of 

August was believed to be in the re- 
gion of HK$600 million. This was repre- 
sented on the liabilities side by some 
HK$300 million of public deposits plus 
some HK$150 million of deposits from 
banks in Hongkong and overseas. The 
remainder is the bank's capital and re- 
serves, around HK$135 million. On the 
assets side, loans and advances ac- 
count for around HK$400 million after 
provisions. Hong 
Nin made a profit of 
HK$13.8 million in 
1984, but last year 
this turned into a 
loss of some HK $97 
million. 

Hong Nin’s total 
assets have declin- 
ed substantially 
from a figure ap- 
proaching HK$] 
billion a year or so 
ago. Fell said that 
the bank was at- 
tempting to liquid- 
ate loans as a means 
of improving its 
liquidity, but that 
the process takes 
time. The banking 
commission had 
been — monitoring 
Hong Nin's liquid- 


tional banks which already had access to 
this sort of capital. These include Bri- 
tish, US and Canadian banks. 

While acknowledging that the en- 
hanced capital base would be used to 
fund expansion, particularly of foreign 
assets, Westpac has continued to knock 
down suggestions that it is interested in 
acquiring or merging with British-based 
Standard Chartered Bank. 

While they were helped a little also 
by the inclusion of doubtful-debt provi- 
sions in the count of total capital, the 
"new" banks (including 17 wholly or 
partly foreign-owned banks) already 
had access to capital raised by their 
foreign parents. In addition, they have 
been placed on a tighter rein in the Aus- 
tralian market than the old banks, with 
a 6.576 capital requirement. 

What would give all banks in Austra- 
lia a strong boost would be a significant 
reduction or elimination of the RBA's 
statutory deposit requirement (SDR), 
which makes all banks keep 7% of de- 
posits with the central bank at an in- 
terest rate (currently 5%) well below 
market levels. Recently, short-term de- 
posit rates have been around 18%. 


ity for some time and decided to step in 
when it was in danger of dropping below 
the statutory minimum. Fell hedged on 
the causes of this AS MAR, , blaming 
itin part on a fall in the bank's deposits. 
First Pacific is, however, understood 
to be most concerned about the possibil- 
ity of problems with loans to the Fung 
Ping Fan group. One source indicated 
to the REVIEW that the outlook for 


these had deteriorated since First 


Pacific declared its intention to pro- 


ceed with a HK$150 million bid for the 


bank. First Pacific will be looking. 


closely at the nature of this exposure in 
deciding whether. or not to go ahead 
with its offer, or to come out with an 
amended offer. First Pacific also faces 
regulatory hurdles in getting the deal 
past the US Federal Reserve Board (be- 
cause of First Pacific's ownership of Hiber- 
nia Bank in California) and with getting 
the necessary legal Scheme of Arrange- 
ment through the Hongkong courts. 

The Hongkong Government's re- 
cord of rescuing problem banks in the 
wake of a collapse in the property and 
other financial markets in 1981-82 
began with the acquisition of the Hang 
Lung Bank, in October 1983. Since then 
there have been takeovers and support 
arrangements of one kind or another in- 
volving the Overseas Trust Bank, the 
Hongkong Industrial and Commercial 
Bank, the Kah Wah Bank, Union Bank 
and Wing On Bank, though in the latter 
case the government was more an inter- 
mediary in an arrangement involving 
the Hang Seng Bank. The closest paral- 
lel with Hong Nin was the case of Union 
Bank, where the government took over 
the bank's management pending a com- 
mercial takeover of the bank. 


Given the tight interest-rate margins 
produced by the competition between 
some 33 banks and 190 merchant banks 
in the medium-sized Australian market, 
the banks have been agitating for re- 
moval of the SDR hobble on their fund- 
ing. Complete removal would boost 
bank earnings considerably. Were’s 
analyst Rees said earnings per share 
would be lifted about 11 A cents (or 12- 
1576) for the three big private banks. 

In its latest annual report, issued in 
August, the RBA admitted that the 
SDR had fallen into disuse as a tool of 
monetary policy, since the ratio had not 
been varied for years. As a prudential 
reserve, the SDR is also included in a 
broader “prime-assets ratio” set at 12% 
of Australian-dollar assets within Aus- 
tralia, less shareholders’ funds. 

The central bank said it would be 
“ready to take the opportunity to re- 
duce the ratio when possible.” Most 
analysts see some reduction in the SDR 
ratio on the way, but they also point out 
that profits from RBA operations have 
become a handy revenue source for a 
hard-pressed federal treasury (REVIEW, 
28 Aug.). Oo 
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. By S. Kamaluddin in Dhaka 
he shipbreaking industry, which 
. E made its debut in Bangladesh only 
five years ago, has emerged as a major 
. economic activity. It now directly em- 
ploys more than 20,000 people, and has 
helped establish hunc reds of small 
. workshops and about 150 new re-rolling 
mills to use the serap-steel from the 
hulls. 
- The availability of different grades of 
good steel has encouraged small and 
light engineering units to make com- 
plete re-rolling units, lathes, drills, 
steel-shearing machines, medium-sized 
presses, aluminium-sheet rolling ma- 
chines and other items. 
"From. only about 53,000 light dis- 
lacement tonnage (LDT, or the weight 
of the ship in air) in late 1981-82, the 
shipbreakers imported nearly 500,000 
)T in 1984-85, the peak year. How- 
ever, imports fell to about 275,000 LDT 
in 1985-86, and in the first two months of 
=the current fiscal year only a little more 
than 25,000 LDT was imported. Reza 
Ali, president of Bangladesh Ship- 
breakers’ Association, claims that eco- 
nomic recession has resulted in lower 
. demand for scrap and other steel mate- 
$ tials. 
“co-The public sector consumes nearly 
"Wwo-thirds of about 300,000 tonnes of 
. steel billets produced. But the public- 
sector development programme has 
been cut back because of concern 


a 





A$106. 18m 
(US$65.4m) 


ine | A$60.28m 
(US$371m) 
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about non-productive expenditure. 
- Shipbreakers import all kinds of ves- 


sels from tankers to general-cargo ves- — 
-sels, varying in size from 4-17,000 LDT. 
Most vessels are bought from shipbrok- | 


ers, many of which have agents in 


Bangladesh. Prices of the vessels vary | 


from US$100-120/LDT. 

An industry source told the REVIEW 
that part of the meltable scrap has at 
times been smuggled into the bordering 
Indian states of Assam and West Ben- 
gal. But the recent tightening-up of bor- 
ders by both countries has almost put a 
stop to such smuggling — which has af- 
fected the total market. 

Ali says that India does not import 
meltable scrap, but imports a "large" 





quantity of shredded scrap and low-- 


quality bundle scrap through its state- 
owned agency, Metal Scrap -Trade 
Corp. indian re-rollers and other users 
try to meet their needs through smug- 
gled items. 

According to Ali, about 10-15% of 
scrapped vessels end up as wastage, the 
rest being recoverable. About 60% of 
the recovered materials are re-rollable 


plates: 17-18% are re-rollable scrap and. 
5% cast iron, with the rest used in elec-: 
trical goods and steel structural materi- 


als. 

Chittagong Steel Mill, the country's 
lone steel mill with 250, 000 tonnes capa- 
city, buys around 100,000 tonnes of re- 


COMPANY RESULTS 


-% change | Dividend 





Turnover 


e 
| (US$1.5b) 












A$2.32b 
(US$1.4b) 
P2.97b 
| (US$145.6m) 






P.360.8m 
(US$! 7.7m) 









 HK$534.3m 
 (US$68.5m) 









"$8177 27m 
{US$82.1m) 





| M$2.25b 
(US$866. 1m) 


Declared one-for-10 bonus issue. ^A divisions o , 
better results. Profits reflected results from 23 new | 
| acquisitions and joint ventures worth A$110m made 1 

during year. 1 


Profit excludes extraordinary A$1 86.15m exchange loss i in | 
| wake of weakening Australian dollar. i 


. | Profits on way to record level as earlier forecast. 
Increased revenues from grin m à ab e 


Results for full year exposed to show continuing satisfactory | 
improvement over 1985. | 


Second half m 
first-half level. eh 
will not ot divest its stake i in firm. 






set up in the pr ate, sé in 
years. The setting up. of the mi : 
furnaces in fact became possible when 
the raw materials were made available 
locally by the shipbreakers: 

Another contribution ‘of the: ship- 
breaking industry was to enable domes- 
tic manufacture of light-engineering 
goods, agricultural handtools. and 
equipment which were being imported 
at a very high cost. (Some sophisticated 
grades of steel needed for such items 
were not made domestically.) Dozens 
of small roadside workshops have 








sprung up in eo old Dhaka. ee 


ing these items.. 


Aitteve oe are no official esti- 
mates, Ali. believes that the ship- 
bréaking industry has indirectly. created 
perhaps 100,000 new jobs in the p 
four to five years. . 2 

Despite the slump in the market last 
year, the number of shipbreakers has 
been rising. In 1984-85, the number of 
shipbreakers was 43. By last month; it 
had risen to 67. Industry turnover in 
1984-85 was Taka 2.95 billion (US$97.4 
million), falling to Taka L. 9 billion in 
1985-86... 

Since Singapore and Malaysia: im- 
port substantial amounts of meltable 
scrap and since Nepal is-setting up a 
melting furnace; Ali says that 
Bangladesh could fill. regional. serap 
needs — perhaps exporting 25,000 ton- 
nes in bulk each quarter. This would in- 
volve about USS$IO million-worth of 
business annually. [8 
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The entrepreneur bids for control of a British group 


By James Bartholomew in London 


on Brierley, the entrepreneur with 

major interests in New Zealand, 
Australia and Hongkong, is continuing 
his remarkable record of deals by mak- 
ing a £258 million (US$385.1 million) 
bid for British-owned Ocean Transport 
and Trading. Brierley has built up an 
enthusiastic following in New Zealand 
and elsewhere after a string of success- 
ful deals. 

The vehicle for his latest bid is IEP 
(UK) which is 50% owned by his Hong- 
kong public company, Industrial Equity 
Pacific; the rest is owned by Brierley’s 
New Zealand and Australian vehicles. 
Ae with most of Brierley’s takeover 

ers, the bid looks to be a good 
move, regardless of whether or not it 
succeeds. 

The target company is an industrial 
and distribution group which has pulled 
out of its traditional shipping activities. 
Among its distribution activities is 
McGregor Sea and Air Services, 
claimed to be one of the top five freight 
forwarders in the world and No. 1 in 
Hongkong and Singapore. It recently 
bought Jardine Cargo International. 

The bid looks a good one for Brierley 
because Ocean has been putting its 
house in order over the past few years 
without its profits or share price fully re- 
flecting the fact. If the bid succeeds, 
Brierley will have got good value and a 
lowly geared company. If the bid fails, 
that would mean Ocean’s share price 
had stayed above his cash offer and he 
would have seen a rise in the value of his 


near-10% stake. So it seems he cannot 
lose. The only question is how much he 
will win. Brierley has already had one 
success in Britain when he took control 
of Tozer Kemsley and Millbourn 
(TKM), mainly a motor distributor, last 
year. TKM has since made a big ac- 
quisition and multiplied in value. 

With Ocean, Brierley’s quickest pro- 
fit would come if a white knight gal- 
loped onto the field and bid much more 
for the company, thus giving Brierley a 
fat profit on his 10% stake (on which he 
already has a considerable profit any- 
way). But Brierley does not need to rely 
on that. If he were to succeed in buying 
Ocean (and to do that he would have to 
offer a higher price than he is doing at 
the moment), he could use the lowly 
geared company as a platform from 
which to make further acquisitions. 


or the Ocean management, the 
bid could not be more unwelcome. 
The company ruefully recognises the 
bid’s clever opportunism. Since 1982, 
Ocean has been engaged in a strategy of 


getting out of shipping and into service 


businesses. It has also wanted to get out 
of associate stakes which it cannot con- 
trol. With this strategy well under way, 


a bid is frustrating. Nicholas Barber, 


Ocean’s group managing director, told 
the REVIEW: “We need to be diverted 
from this strategy like a hole in the 
head.” 

The biggest item on Ocean’s agenda 
was the sale earlier this year of the com- 


Į pany’ s stake in Overseas Containers Ltd 


. | This sale, was a necessary stage in the - A: 
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(OCL), which brought in £92 million. 


management’s plan, but one which | - 
made the company cash rich and par- | - 
ticularly vulnerable to a bid. The gear- | - 
ing was eliminated, its operations be- |. 
came mostly wholly owned, the com- | 
pany was immediately in better shape . 

and yet the share price was still relative- | - 
ly cautious — with the market waitingto | - 
see if the re-shaped service company | | 
would justify a high rating. This mo- | - 
ment of transition was a classic opportu- |. 
nity for a predator to pounce and that is _ 

what Brierley did. Wa 

Ocean certainly cannot be said to 
have wasted time in re-investing its | . 
money from the OCL sale. Barber says | | 
it has already committed more than £30 | 
million out of the £92 million. If Brier- | 
ley waited much longer, all of this and | - 
more might have been committed. 
Ocean has already been involved in - 
talks over the possibility of buying Har- | 
greaves, an energy-distribution and | — 
waste-collection company which would | _ 
cost more than £80 million. 

One curious aspect of this otherwise- . 
classic bid is the movement of the shares | 
since the offer. The terms are £2.25 cash | | 
a share, which is only 7p higher than the | | 
closing price on the day before the bid | - 
was announced. Since then the shares | 
have risen only another 13p. This seems — 
to be a modest reaction to a contested © 
bid. It may be that the stockmarket still . 
has not properly recognised the change - 
at Ocean. The historic price/earnings | 
(p/e) ratio of 13 is not very demanding - 
for the re-vamped poet s. Richard | _ 
Hannah of brokers Phillips and Drew | 
foresees a big rise in earnings next year | 
which would bring the p/e ratio down to © 
less than 10. Quite possibly, the battle - 
to come will draw more attention to. 
Ocean'simprovedattractions. — . o ^3 
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T oreign interest helps rise 


[ INCREASED foreign interest drove up the Philippine market, making it the biggest 
scorer among Asian markets in the period to 8 Sept. Japan and Singapore were the 
only markets to buck the general rising trend. 


MANILA: Substantial gains were recorded in hec- 
tic activity, helped by increased foreign interest, 
brokers said. Average turnover amounted to 
» 68.7 million (US$3.4 million) a day. Commer- 

ial-industrials Philippine Long Distance Tele- 

phone and San Miguel A rose 16.1% and 6.6%, 

respectively, to account for 13.1% and 9.6% of 
total value turnover. Mining leader Philex contri- 
buted 27.9% of total turnover, on a price advance 

of 26.9% (for its B shares) and 18.4% (its A 
shares). 

H ONGKONG: Prices rose sharply on the back of 
strong overseas and local bargain-hunting. Market 
sentiment was also helped by speculation over 
corporate moves at Jardine Matheson and Hong- 
k ong Land, and their forthcoming interim results. 

Profit-taking set in on the last day of the period as 

ir grestors took stock of news that the government 
as taking over yet another ailing bank — this 
me, the Hong Nin Bank. The Hang Seng Index 

ga E 67 points on the period to close at 1,969.98 
on average daily turnover of HK$553.34 million 
'US$70.9 million). 


TOKYO: The market declined on the period, with 
t e Nikkei Stock Average closing at 18,552.25, 
| down 268.50 points from the previous close. Aver- 
age daily turnover for First Section stocks was 811 
nillion shares. Another depressing factor, which 
resulted i in a drop of more than 200 points on the 
last day of the period, was the market's reaction to 
th he lack of results at the weekend meeting be- 
tw een the Japanese and US finance ministers in 
Se in Francisco. Investors had been hoping for 
another cut in the Japanese discount rate. 


E 


JSTRALIA: Driven by furious buying of gold 
rey ks and activity by the three big banks (ANZ, 
We iepa and National Australia), the market 
ps close to its May record during the period. It 
rugged off deteriorating economic news, rising 
hi ig 1 interest rates and a weak Broken Hill Pro- 
ietary Co. price, and pushed the All-Ordinaries 
Index 37.1 points higher to 1,235.5 at the period's 
lose. Much of the movement was due to a huge 
-US$30 rise in the gold price, which in turn 


? riggered a spectacular 197.5-point leap (16%) in . 


the Gold Index as overseas investors rushed into 
Australian miners. Over the period the All Indus- 
trials Index rose 38 points to 1,956. 


N ZEALAND: The market was fairly listless in 
quiet trading over the period, except for Brierley 
Investments. The volatility of the Barclays Index 
can be accounted for by the high weighting given 
to ) Brierley (23%) in the index and the movement 
its share price as the build-up to profit an- 
‘nouncements of the group (in early October) be- 
gins. Profit announcements during the period re- 
flected the effect that the downturn in the domes- 
tic economy is having on companies. 
SII 3APORE: Shares eased slightly in mixed deal- 
ings after five weeks of rises. National Iron was 
among the most active as state-owned Temasek 
sold a big slice of its stake in the firm. Fraser'& 
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Neave and Cerebos fell sharply on profit-taking. 
The Kuwait Investment Office emerged as a big 
buyer of both United Industrial Corp. and Yeo 
Hiap Seng. Fraser's Index fell 38.04 points to 
4,867.61 on turnover of 30.51 million shares a day. 


-Trading reached a record of 46.84 million units on 


2 Sept. 
KUALA LUMPUR: The market went into a techni- 


cal correction after a spate of buying following the 
long holiday weekend. Profit-takers moved in to 
capitalise the strong gains the market had been en- 
joying over the past three weeks. Blue chips, how- 
ever, remained quiet, indicating that institutions 
are holding on to stocks in anticipation of a further 
rally. Fraser's Industrial Index lost 87.97 points to 
close at 2,763.85 while turnover was way up 
again, reaching a daily average of 19.12 million 
shares. 


BANGKOK: The Securities Exchange of Thailand 
scored impressive gains on increased turnover. 
Banking and cement counters took turns to lead 
the market upward. Star performers included 
Siam Commercial Bank and Siam Cement. Mar- 
ket sentiment was qn) fuelled by the ap- 
proach of ex-dividend payments from some 
stocks. Despite some selling pressure, the Book 


| Club Index closed the period on a firm note, up 


7.7 points to 145.44. Helped by several direct 
transactions, total turnover amounted to 7.4 mil- 
lion shares, valued at Baht 1.25 billion (US$47.9 
million). 


TAIPEI: The market gained further ground as in- 
vestor confidence returned owing to a slowdown 
in the appreciation of the NT dollar against the US 
unit. Sentiment was also helped by trade figures 
showing record export growth in August, which is 
expected to be reflected in strong corporate re- 
sults this year. The weighted price index rose 
16.74 points to end the period at 928.83. Average 
a turnover was NT$2.05 billion (US$55.6 mil- 
lion). 


BOMBAY: Institutions re-entered the market fol- 
lowing the lifting of an emergency ban on short- 
selling of selected blue chips. Led by the govern- 
ment’s Life Insurance Corp. of India and the Unit 
Trust of India, institutions poured an estimated 
Rs 50 million (US$3.9 million) into equities. The 
BSE Index rose nearly 3% on the opening day and 
climbed a further eight points on the third day to 
close the holiday-shortened week at 557.99. 
Major gainers included Reliance, Bajaj Auto and 
Telco. 


SEOUL: Despite optimism among many analysts, 
the market remained listless, with profit-taking 
becoming the norm. Past favourites — the finance 
and insurance sectors — were down the most, 
4.01% and 11.93% respectively, while two un- 
likely sectors — mining and construction — rose 
the highest. The composite index drifted 1.1 
iei upward, while trading was off Won 5.19 

lion (US$5.9 million) to Won 18.13 bil- 
lion. 





Furama Hotel 4.275 
General Oriental 40.50 
Great Eagle 0.88 
Green Island Cement 8.50 
Hang Lung Development 8.60 
Hang Seng Bank 34.00 
HAECO 31.50 
Henderson 2.85 
| HK. Electric 9.75 
| MK. &Cn.Gas 16.60 
— H.K. & K Wharf 8.65 
HK. Land 6.65 
HK. &S.Bank 6.95 
H.K.&S. Hotels 34.00 
H.K. Realty “A” Ex. All 11.20 
H.K. Telephone 11.70 
H.K. TVB 8.25 
H.K.& Y Ferry 3.35 
Hopewell 2.20 
Hsin Chong 1.78 
Hutchison Whampoa 35.25 
Hysan Dev : 0.74 
Impala Pacific 25.90 
ind. Equity Pacific 44.75 
Jardine Matheson 16.80 
Jardine Sec. 15.30 
Johnson Electric 5.65 
KMB 9.20 
Miramar Ex. Div. 3.425 
Nan Fung Textiles 38.50 
New World 7.20 
. PaulY.Constr. 1.56 
. Regal Hotels 1.49 
|. SimeDarby (H.K.) 1.55 
| SinoLanc 1.00 
Stelux 2.00 
Sun Hung Kai & Co. Ex. Div. 1.20 
Swire Pac. "A" 14.20 
Tai Cheung 2.325 
Wah Kwong Props 0.76 
Wing On Holdings 2.20 
Winsor 8.25 
World International 2.75 
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18,694.93 
18,505.45 
18,559.64 
18,775.08 
18,763.81 
18,552.25 

=1.43% 


“geste 


asio Beas aoi 
hai Nippon Printing 
hiwa House 
nuc 

uji Photo Film 
ujisawa Pharm. 
ujitsu 

tachi 

‘onda Motor 
b-Yokado 

lao 

lashiyama 

irin Brewery 
okusaiElec. 


oamatsu 
yowa Hakko Kogyo 
jatsushita Elec. 
"tsubishiH. |. 
"tsubishi Paper 
‘tsui & Co. 

tsui Real Estate 


lankyo Pharm. 
*in-Etsu Chem. 
ony 

iimitomo Bank 
lamitomo Elec. Ind. 


wmitomo Metal Mining 


hisei Const. 
kara Shuzo 


^» Chem. 


bkio Marine and Fire 
bkyo Elec. Power 


jardie J. 
ald & Weekly Times 
Australia 


Lease Corp. 
IM Holdings 


ws Corp. 
‘orth Broken Hill 





3,042.18 
3,011.01 
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Singapore Kuala —T compost 
4,858.92 2, 851.82 - 263. 48 907.77 
4,824.97 2,802.13 263.48 908.99 
4,790.53 2,777.32 . 261.13 916.18 
4,844.03 closed 259.78 - 920.90 
closed closed 261.14 922.81 
4,867.61 2,763.85 263.44 928.83 
-0.78% +1.07% | . +0.42% +1.84% 
Smith H. 465 -' +32 ^ 54 Fima Metal Box 
Thomas Nationwide Trans 3.11 +0.9 4.5 Hume Industries 
Western Mining 3.85 +12.2 — Malayan Cables 
Westpac 5.17 +9.3 5.4 Malayan Cement 
Woodside 0.90 «23 - Malayan Credit 
Woolworths 3.17 -0.9 5.2 Malayawata Steei 
' Malaysia Building Society 
8Sept %change % 
NZ$ onweek yield New Straits Times 
Brierley 7.07 +55 — 14 Pan Malaysia Cement 
Carter Holt 3.95 -08 30 Perlis Plantation 
Crown Corp. 1.90 +2.7 6.3 Public Bank 
Fisher & Paykel 4.30 +8.9 2.8 Rothmans 
Fletcher Challenge 4.25 412 54 Shell Refining Co. 
Goodman Fielder 4.15 «3-23 Tan Chong Motor 
Lion Breweries 5.75 a 3.6 United Motor Works 
NZ Forest Products 2.67 419 5.4 United Plantations 
NZ Oil and Gas 0.51 - = Yeo Hiap Seng 
NZI 1.86 -14 4.8 
Progressive 4.75 -2.5 1.2 
Waitaki NZR 1.38 -3.5 8.7 
Wattie 3.66 -4.1 41 
Winstone 1.56 -0.6 51 








Boustead 1.24 -24 74 
Cerebos 3.72 -3.6 2.7 
Cold Storage 3.92 £37 3.2 
Consolidated Plantations 2.17 +9.0 11.9 
Cycle & Carriage 1.89 -0.5 2.6 
Dev. Bank of Singapore 7.95 = 1.8 
Dunlop Estates 0.94 +14 8.5 
Dunlop Industries 0.82 +79 5.1 
Esso Malaysia 2.67 -3.6 112 
Fraser and Neave 8.10 -4.1 2.5 
Gentings 5.05 — 43 
Guinness 2.33 -0.9 10.3 
Harrisons MPB 2.63 +7.3 7.6 
Haw Par 3.12 -3.7 2.2 
Hong Leong Fin 2.75 -2.5 2.5 
Inchape 2.34 +0.4 43 
Island & Peninsular 2.96 -1.3 8.4 

Jack Chia — MPH 1.20 AXES E 
KLKepong 1.73 *3.0 8.7 
Keppel Corp. 2.10 +0.5 0.7 
Lum Chang Holdings 0.955 -2.1 10.5 
Magnum 2.80 -2.8 74 
Malayan Banking 4.40 -6.0 4.1 
Malayan Breweries 6.70 -0.7 3.9 
Malayan Tobacco 3.80 - 8.6 
Malaysian Mining Corp. 0.82 +1.22 2.4 
Malayan United Ind. 1.55 -1.9 9.7 
Metal Box Singapore 3.42 -4.5 4.1 
National Iron 4.74 +17 2.1 
N. Borneo Timbers 1.17 +17 4.3 
OCBC 8.15 —0.6 1.8 
Overseas Union Bank 3.06 —0.6 4.6 
Pegi Malaysia 0.685 +1.5 
Promet 0.47 -8.7 — 
Sime Darby 1.52 -2.6 7.0 
SIA 7.80 -0.6 1.3 
Singapore Land 5.30 -7.0 1.9 
Singapore Press 8.25 -0.6 3.0 
Straits Steamship 1.68 =2.3 0.6 
Straits Trading 3.42 -4.5 3.8 
United Engineers 0.63 -4.5 — 
United Industrial Corp 2.20 -4.3 4.5 
UOB 4.18 -2.8 3.8 
United Overseas Land 1.44 -3.4 0.7 
Wearne Bros 4.42 . -3.5 3.4 
8Sept. %change % 

MS onweek yield 

Arab-Malaysian Dev. 0.765 *9.3 0.8 
Ayer Hitam Tin 6.00 +1.7 43 
Bata Malaysia 2.69 +4.3 2.5 
Chin Tek Plantations . 1,58 +2.6 2.2 
Development&Comm.Bank 1.16 +18 — 

East Asiatic Co. 2.34 +4.0 4.8. . 
Federal Cables 0.70. — — 


Asia Cement 
Cathay Const. 
China Gen. Plastics 
Chung Hwa Pulp 
Chung Shing Textile 
Far East Textile 
Formosa Plastic 
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Nan Ya Plastic 
Pacific Const. 
Taiwan Cement 
Taroko Textile 
Tatung 

Tong Yuan Elec 
USIFar East 

Yue Loong Motor 
Yuen Foong Yu 


Walsin Lihwa Wire 
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i +9.51% +5.59% ^ | +3.21% i 
3.20 -40 2.4 
2.63 +52 2.2 
4.50 +166 0.5 
1.11 +7.8 4.5 
1.98 +31 0.6 
0.73 +159 — 
2.88 +29 2.6 
7.35 +43 0.5 
6.40 -0.8 0.6 
0.92 +47 5.8 - 
4.74 +15.0 1.0 
1.39 +45 0.8 
5.45 +69 — 07 
3.80 ETE 
0.59 +54 14 
0.61 +25 — 
3.82 240 15 
177 +6,9 1.9 


US$19.95 
US$25.79 
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BOND PRICES 


Currency pea 


8 Sept. 


Description 
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ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES. 
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BLACK LABEL COMMANDS MORE RESPECT 
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JOHN WALKER & SONS LTD.. SCOTCH WHISKY DISTILLERS, KILMARNOCK, SCOTLAND 










inolta zoom copying 
comes into full bloom. 
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MINOLTA ADVANCES ZOOMING 


EP4/0Z 


e With Triple Paper Stacker, Automatic Document Feeder and 20-Bin Sorter options installed 


Minolta EP470Z. 
The full potential of zoom copying realized. 
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With the advent of the new Minolta EP470Z, zoom copying 
has entered a new, more-automated era. An expanded 1031-step 
zoom range (X0.610-1.640) now permits the enlargement of 
documents as small as B5 to as large as A3 and the reduction of 
documents as large as A3 to as small as B5 in a single time- 
saving step. 

Beyond its expansive zoom range, the EP470Z is extremely 
innovative. Book Copy, for example, allows the simultaneous 
copying of both left- and right-hand pages of an open book on 
two separate sheets of paper, reducing tiresome page 
repositioning by half. 

Margin making, too, has been fully automated. EP470Z j 
Image Shift makes margins simultaneously as you copy. Choose | 
rom 5-, 10- or 15-millimeter widths, perfect for hole-punching 

and subsequent filing. For documents with too little space for a 
margin, the copy's image can be reduced to an appropriate size at 
the touch of a key. 

Minolta has also automated the conventional single sheet 
bypass and made it into a Multiple Sheet Bypass, allowing 
automatic feeding of up to 20 sheets of paper. Another feature, 
Anamorphic Zooming, can make you more creative. And a range 
of exciting new options improve EP470Z efficiency still further; 
one, Minolta's semi-automatic Duplexing Unit, greatly simplifies 
the copying of documents on both sides. Other options include a 
Triple Paper Stacker to simplify the handling of paper in multiple 
sizes, and a 2000-sheet Large Capacity Cassette to meet high- 
volume copying needs. 

Above all, you can depend upon the improved Minolta 
Micro-Toning System to provide copies with the same superior 
copy quality— even when enlarging or reducing — that Minolta 
users worldwide have come to rely upon. In addition to the 

7P470Z, there's an entire family of other diversely-equipped 
Minolta zoom copiers to choose from; one to fit virtually every 
business application. Raise your productivity; visit your nearest Semi-automatic 
F . : Duplexing 
Minolta dealer soon and start zooming the Minolta way. 





Book Copy 











EP350Z EP45OZ  EP5507 EP6507 MINOLTA 


MINOLTA CAMERA CO., LTD., Business Equipment Operations, 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka, 541, Japan 





See the EP350Z/EP4502Z/EP5502/EP6502/EP4704 at these Minolta subsidiaries and distributors: 


Banglodesh Brothers International Ltd. National Scout Bhaban, Inner Circular Road, Kakrail Dhaka, Philippines — Topros Inc. Topros Building, Banawe Cor., Atok St., Quezon City, Metro Manila 
G.P.O. Box No. 767 Phone: 400042, 404929 Phone: 732-14-21, 711-4111, 711-4113, 711-41-15 
Hong Kong Minolta Hong Kong Ltd. Room 208, 2-F., Eastern Centre, 1065, King's Road, Quarry Bay Singapore Minolta Singapore (PTE) Ltd. 10, Teban Gardens Crescent, Singapore 2260 
Phone: 5-658181 Phone: 563-5533 
India Methodex Systems Pvt. Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi 110019 Taiwan Santa Office Machines Corp. 11 FI. 75, Sec. 4, Nanking E. Road, Taipei 
Phone: 682475, 682476, 681826 Phone: (02) 715-5001 
Indonesia P.T. Perdana Nirwana Abadi Co., 67B Jl. Krekot Raya, Jakarta Pusat Phone: 372609 Thailand Technical Supply Co., Ltd. 1808-1812 Kasemrat Road, Klongtoey, T* dm 1010 
Malaysia City Marketing Sdn. Bhd. Wisma Cestel, No. 4, Jalan Kilang (51/206), 46050 Petaling Phone: 252-9155 to 7, 249-0359, 249-0345, 249-4767, 249-4426 to 
Jaya, Selangor Phone: 03-7921033 (10 lines) Australia Océ-Australia Ltd. 89 Tulip St., Cheltenham, Melb. 3192 Phone: 584-1011 
Pakistan Allied Equipment Ltd. First Floor, Nelson Chambers, 1.1. Chundrigar Road, New Zealand Viko Holdings Lid. 33 Broadway, Newmarket, C.P.O. Box 220, Auckland 


G.P.O. Box 680, Karachi-1 Phone: 219338, 210146 Phone: 505-449 
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n these days when international air- | Since the outbreak of insurgency among 


liners call at Chiang Mai, and sight- 
seeing tours to Lhasa and Thimphu are 
possible, there are few cities left in Asia 
that could be termed “forbidden.” 
Probably the only place which still 
would fall into this category is Kohima, 
the capital of the Indian state of Naga- 
land on the northeastern fringes of the 
country near Burma. 
Kohima, during the time of the Bri- 
tish Raj, was the administrative centre 


of the then Naga Hills District, which | 
even ordinary Indians needed a special 
The | 
Nagas were head-hunters in the old days | 


“Inner Line Permit” to enter. 
and, in some remote parts of their terri- 
tory, well into this century. They also 
possessed a unique tribal culture, which 
the colonial authorities wanted to pro- 
tect from possible exploitation by the 
shrewder plainspeople. 

Westerners were obliged to have 
these permits too. But they were rather 
easily given to anthropologists and re- 
searchers — and to the many American 
Baptist missionaries, who began 
preaching and baptising in the Naga 
Hills towards the end of the last century. 

After India's independence, 
tables turned. The permits may still be 
required, but now it is a mere formality 
for any Indian citizen to obtain one. 





the | 








the Nagas in the mid-1950s, the restric- 
tions have been aimed mainly at West- 
erners. All the foreign missionaries 
were ordered out 30 years ago — 
and after that, only a handful of out- 
siders have been permitted to enter 
Nagaland. 

Under the British, Kohima was more 
of an overgrown village than a district 
headquarters, and it was delightfully 
spread out over the hills at an altitude of 
1,444 m above sea level. The transfor- 
mation began during World War II; it 
was here that the Japanese thrust from 


Burma into India was halted. C. E. | 


Lucas Phillips in his The battle for 
Kohima — springboard to victory wrote 
that "Kohima was to Burma what 
Stalingrad was to Russia and El Ala- 
mein to the desert." 

Indeed, relics of the decisive battles 
which were fought here more than 40 
years ago still can be seen in Kohima. A 
rusty tank stands in the centre of the 
town, and, nearby, is a neatly laid out 
war cemetery where allied soldiers — 
including a few Naga sepoys — are 
buried. At the edge of the graveyard is a 
memorial stone with the rather moving 
inscription: 

When you go home, tell them of us 
and say: 





NULA GRANDIELORA 





For your tomorrow, we gave our 
today. 

These words would also linger in the 
memory of the visitor now when he 
thinks of the thousands of Nagas who 
have died in the 30-year-long in- 
surgency in Nagaland. Whenever rebels 
surrender it is usually said in govern- 
ment hand-outs that “they gave them- 
selves up because they had understood 
the futility of armed struggle.” 


his may suit the official version, bi 

as one senior government official iu 
Nagaland put it: “It is because the 
underground leaders lived in caves 30 
years ago that we today can live in com- 
fortable houses; it is because our boys 
died in the jungle that we now can send 
our children to school.” 

Nagaland receives more grants-in- 
aid from New Delhi than any other 
state, save for Sikkim, and the message 











“A hotel in Hong Kong that cuts your costs and incre 











is clear: to show the Naga public that in- 
dependence would not be viable, and 
that the present level of development 
never could have been achieved if they 
had had a separate country. This is part 
of the hearts-and-minds policy that fol- 
. lowed the first years of ruthless suppres- 
sion, which failed. 

True, development has been fast in 
Kohima over the past two decades. But 
have the hearts and the minds of the 
Nagas really been won? The influx of 
money may have been massive, but 
even so, it would be hard to find a Naga 
today who would also think of himself as 
an Indian. 

In winter in Kohima young people 
can be seen covered in their colourful 
shawls — their tribal symbols and part 
of their national heritage. Underneath 
there are certainly no dhotis. Naga 
youth prefer blue jeans and fashionable 
clothes from Southeast Asia, which are 
bought in the black market — which, in 
*'agaland, is not especially black. 

The so-called "Super Market" in 
Kohima is well-stocked with all sorts of 
contraband from Thailand, Singapore 
and Hongkong. With Indian-made 
goods being both expensive and of low 
quality — and despised for political and 
national reasons by the locals — prices 
in this market could also be said to be 
super. A pair of Thai jeans costs Rs 600 
C USSo A compared to Baht 250-300 

US$9.60-11.50) in Bangkok; torches, 
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radios and cassette-recorders also cost 
three to four times as much as in their 
countries of origin. Especially sought 
after are Western music cassettes, 
which can fetch up to Rs 45-50 each, de- 
pending on their popularity. Nearly 
every shop in the Super Market com- 
plex has its own set of loud-speakers 
with rock and roll on full blast for the 
benefit of their customers. 

Culturally, the Naga youth tend to 
look to Southeast Asia and the West 
rather than to India. Even older people 
seem to agree: “I once went to Thailand 
and felt perfectly at home. In India, I 


. is common business 
logic that we should offer the 
perfect equation of Value For 
Money: 


Location plus comfort, at 
less cost. 


It is logical that we should 


not only offer you business and 
pleasure on your doorstep, but 


also at your fingertips. 


A state of the art Telecentre 


in every room provides each 
quest with pages of local and 
international information at 


feel like a stranger, and many Indians 
often mistake me for a Japanese tourist 
or a Tibetan refugee," said one retired 
state politician in Kohima. 

The only difference between the 
Nagas and their Southeast Asian 
cousins may be their religion: rock and 
roll is popular in Nagaland, but so is gos- 
pel singing. City of Holiness and Silent 
Night were the most-played evergreens 
when this writer stayed in Kohima for 
three months in 1985. 

The spirit of defiance does not al- 
ways take such peaceful expressions, 
however. When in 1981 the government 
erected a statue of Mahatma Gandhi, it 
took only a few weeks before it, in the 
true Naga fashion, was beheaded. 
Later, a gunny bag covered the remains 
of India's apostle of peace, until the 
entire statue eventually was removed. 

Kohima may appear peaceful on the 
surface, and the young Nagas who now 
frolic at picnic parties at “Lovers’ 
Paradise," near the town's Science Col- 
lege, may not be old enough to re- 
member how their parents suffered in 
the jungle during the height of the in- 
surgency in the 1950s and the 1960s. But 
the spirit for revolt seems to remain. 

Had it not been for Ambassador 
cars, Tata trucks, and billboard-size 
State Bank of India signs, it would have 
been hard even for an outsider to think 
that this is India, not Southeast Asia. 

— Bertil Lintner 


price: A value-for-money offer 
no other hotel of comparable 
class can beat. 


The Kowloon Hotel puts 
Logic back into Business. 


For reservations please contact 
your travel agent, or: 
e SRS — Steigenberger 
Reservation Service 
* The Kowloon Hotel 
Tel: 5-698698 
Telex: 47604 KLNHL HX 


the push of a button, including 


a review of the hotel bill. 


The most appropriate 
business logic however is the 
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Managed by 
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Rabobank Nederland, with 
offices in Singapore, Hong Kong 
and Jakarta, provides a personal 
service to companies with trade 
relations in the Netherlands. 


Rabobankisan“AAA’-rated 
Dutch co-operatrve banking 
institution with total assets of 
US. $ 48 billion. 

It ranks among the largest bari 
in the world. 


Rabobank- with 2.400 offices a HE Tu. AV i 
in the Netherlands - derives its | BEES. Tope : RE aaee 
strength mainly fromitsdominant $ P. seer toa CSS yh | ett ae 
position in the domestic market, | n BENE MEN us 
especially in Dutch agriculture Xx uu À EA ert 
and agribusiness. EV C & 1 un ] L ard 
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Rabobank’s deep invol- 

vement in these particular sectors 

of the Netherlands - the world’s 

second largest agricultural 

exporter- providesasoundknow- (RE n ARNAR: quem 

ledge of international financing. M gi eA TU MIRI SF 


Testers Museum, Haare. 1] 
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So, when considering a bank Rembrandt country is Rabobank country. The country where Uaditions sof excellence 








to introduce you to the Nether- continue to flourish. 

lands, or elsewhere in the world, 

why not consider Rabobank. Singapore Branch Hong Kong Representative Jakarta Representative 
50 Raffles Place 30-01 2 Exchange Square 16/F The Landmark Centre 
Shell Tower 8 Connaught Place, Central 16th Floor Suite 1605 
Singapore 0104 Hong Kong Jalan Jenderal Sudirman Kav. 70 
Republic of Singapore Telephone + 8523263249 Jakarta 12910 Indonesia 
Telephone: + 652259896 Telex: 80556 Telephone: + 62215781271/2 
Telex: 42479 | Telex: 47534 : 

Rembrandt nt Is K: a cour m 1 
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Rabobank Nederland, C roeselaan 18, 3521 CB Utrecht, the Netherlands. Telex 40200. New York, London, Paris, Antwerp, Curacao, ADCA-BANK Frankfurt. 


Nobody knows more about steam 
generating systems than Babcock 
& Wilcox. That was true in 1867, 
and it's still true today. 

When Stephen Wilcox and George 
Babcock introduced and perfected 
their ingenious water tube boiler in the 
U.S.A. over a century ago, they laid the 
groundwork for a tradition of innovative 
leadership in steam generation which 
is today meeting the needs of utilities 
and industries all over the world. 

The full range of Babcock & Wilcox 
international support covers everything 
from design to construction and startup 
of complete turnkey industrial and 
utility boiler islands. We supply every- 


LL Babcock &Wilcox. 


thing from boiler controls and cleaning 
systems... to training programs for 
your operators. 

We have highly skilled field and 
home-office engineering specialists 
ready to work closely with you to plan 
and implement efficient, cost-saving 
plant improvement projects—from 
simple upgrades to complete boiler 
rebuilds. Total scope service also 
includes quality Babcock & Wilcox 
replacement parts for your operating 
equipment. 

For over acentury, Babcock & Wilcox 
has been the technology leader in 
steam generation in the United States 
and worldwide. Let us share our know- 








ledge and total scope resources with 
you. 

Contact the Manager, International 
Sales, Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge, 
Ontario N1R 5V3. TLX 069-59341. Or, 
Babcock & Wilcox International, Inc., 
20 S. Van Buren Ave., Barberton, Ohio 
USA 44203. TLX 98-6406. Babcock & 
Wilcox, a McDermott International 
company. 


ES Where the world comes 
for energy solutions. 


Franco Zefhrell 


LI 
— | 


i prefers the 


classics. 


Including the watch he wears. 


If one were merely to list the 
achievements of Franco Zethi- 
relli as set designer, as director 
lor stage, opera and ballet, as 
film-maker, the list alone would 
indicate a man of extraordinary 
talent and energy. 

It is impossible to describe 
that talent or to say why Franco 
Zethirellis reputation is a legend. 

One must see a Zeffirelli pro- 
duction for oneself: the opulence 
of his staging of Turandot, for 
example; the majesty of his Za 
Traviata, or his excursion into 
the world of ballet with Swan 
Lake, described by one critic as 
“a triumphant baptism. 

This is the work of the same 
Zethrelli who made 77e Taming 





of the Shrew and Romeo and Juliet 
into huge box office successes, 
when the majority felt that 
Shakespeare would never do 
well in cinema. 

These productions must be 
witnessed if one is to understand 
why opera and theatre audiences 
often insist on Zettirelli himself 
taking the final curtain call. 

It is the vibrancy and depth of 
human emotion which emanate 
from his work that can literally 
overwhelm the audience. 

Zethrelli was born and 
brought up in Florence where he 
had a classical education. “In 
Florence, you dont have to go to 





school to learn about art and 
civilisation, he says, It Is all 
around you. | try to bring my 





cultural upbringing to my films: 


Franco Zefhirelli’s taste for 
thé classics also extends to the 
watch that he-chooses to wear. 
A Rolex Ovster Chronometer 


* ) : v 
in I8ct. gold. 


"I choose this watch because 
it is the watch. Itis above fashion. 


It is the standard. In my own 
work I never /ry to be fashion- 
able. Never. And the same couk 
be said for the watch I have 


chose n to wear. 


For Franco Zettirelli, the 


Renaissance man.the 
classic watch by 
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THE ROLEX DAY-DATE CHRONOMETER IN I8CT. GOLD WITH PRESIDENT BRACELET. ALSO AVAILABLE IN I8CT. WHITE GOLD OR IN PLATINUM. 


Rolex of Geneva. ROLEX 


of Geneva 
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KOREA: 


EUER SgdUCOneae Games with Death 


A Case of Privilege 
Rupiah in Retreat 


MALAYSIAN ECONOMY 





Australia A$3.00 — Bangladesh Taka 35 — Brunei B$4 — Burma Kyats 5.50 — China US$2 — Hongkong HK$17 — India Rs 24 — Indonesia Rps 2000 — Japan ¥660 — Korea Won 1500 
Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3.50 — Pakistan Rs 22 — PNG Kina 2 — Philippines R25 — Singapore S$4 — Sri Lanka Rs 35 
Taiwan NT$80 — Thailand Baht 50 — U.S. Armed Forces US$2.75 





IBM Outreach 





His father's eyes. His mother's hepatitis. 


Hepatitis is a risk for hundreds of thousands of 
babies born every year, in Asia and elsewhere. 
Complicating the task of diagnosis and treatment is 
the fact that afflicted mothers don't realise they 
carry the disease, because they suffer none of 

its symptoms. The result is human suffering on a 
large scale. 

A powerful weapon in the fight against the disease 
is up-to-date information. To help, IBM provided 
equipment to allow the processing of information 
gathered from 570 hospitals and 370 health stations 
throughout Taiwan. 

IBM Taiwan also helped with the design of the 








software applications the project requires and 
administered professional training to the computer 
specialists who analyse and collect this vital data. 

The fight to wipe out hepatitis is by no means 
over. But in Taiwan innovative steps have been 
taken to eradicate the disease in future generations. 
IBM ‘Taiwan is working for the day when people 
will say *He has his father's eves—and his mother's 
happy smile? 


IBM Thailand joins the fight, too! IBM is active 
in public health programmes in many areas of 
Southeast Asia. In Thailand, IBM is supporting the 
work of the Centre for Immunodiagnostic Production 
at Mahidol University. 





Outreach 





Will your computer lend you an : 












You've got a problem. So you 
sit back and tell your compu 
all about it. 

It sounds like a passag 
from a science fiction 
fantasy, but it may soon 

become commonplace. 

IBM’s Japan Science 

Institute is now work 

on innovative researcl 

in both voice recogniti 
and speech synthesis. 
With these welcome 
advances from IBM, cor 
puters would be able to 
read text aloud. They coul 
also understand normal hun 
speech and respond to voice 
commands. The blind, for exai 
ple. could have books and article 
read to them. The handicapped 
could operate computers easily with 
voice commands. Electronic mail 
messages might be stored in a central coi 
puter and read electronically over the pho 
Listening and speaking technology also 
has great potential on the factory floor, freein 
people to use computers without having to tou 
or even look at them. 
Start listening for the computers of the future 
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Remote possibilities 


Remote sensing technology that transforms 
complex digital satellite data into coloured land-use 
maps like this one of the Seoul, Korea area was 
developed by IBM and donated along with a 





powerful central computer to the Korea Advanced 


RI 
. 


Institute of Science and Technology (KAIST) 
Korean researchers are now discovering new 


ways that remote sensing technology can benefit 
agricultural land use. geology. forestry. rangeland 
management and map-making. 





Characters with character 


One long-standing obstacle to computerisation 

in Japan has been the fact that kanji (the Chinese- 
derived ideographic characters) are usually 
handwritten. Researchers at IBM's Japan Science 
Institute have developed an experimental 
2400-character pattern recognition system that 
scans handwritten kanji characters and enters 
them into the computer. The system is even able 
to “get used to” the handwriting pe- 
culiarities of each user, letting more 
people without keyboard skills 
enjoy the benefits of computers. 





A new sound of silence 


It comes from a suburban Seoul 
classroom where young, deaf 
Koreans are learning the language 


of computers. A visitor only R 














hears the sound of fingers on keyboards. But 
there is a discernible tone of enthusiasm. And a 
touch of love. 

For this is a very human joint venture between 
the Korean Welfare Association for the Deaf and 
individual IBM employees who volunteered 
their time. They carefully planned a three-month 


training programme to assist 
the Association teachers, and they 
arranged visits to IBM offices 
and other facilities to further 
stimulate the students’ enthusi- 
asm. From this effort has come 
a whole new opportunity for 
these bright but handicapped 
people to develop promising 
new careers. 

And IBM people stay in 
touch with the programme, 
dropping in on classes from 
time to time. Now they 
can relate to this new 
sound of silence in a 
special way. 








nicroelectronic “chips” to help Australian 
nanufacturers create innovative new prod- 
icts. One example: a prototype hearing aid 
hat can screen out background noise in 
nuch the same way the human ear does. 
JMRC was created to help Australia’s 
cientists and engineers in a broad range of 


ields. IBM has become an enthusiastic 
yartner in furthering its work. 

Equipment from the IBM research 
acility at Yorktown Heights, New York has 
een donated, along with a substantial cash 
rant. Under a joint exchange programme, 
cholars from the Centre visit IBM 








research facilities in the U.S.. and Malay in the making 
IBM research people 
join those at Making Malay the official language of Malaysia was 

















the Centre. the easy part. It happened in 1957. 

The hard part was standardising Malay and 
“coining” new words, especially in technological 
fields. Each new word had to be cross-referenced 
and checked for synonyms, using a library-style 
card catalogue. 

By 1982—25 years later—the National Language 

and Literary Agency had developed, categorised 
and evaluated 200,000 terms. Impressive 
progress, but there was still so much yet 
to be done. 

That was when the Agency turned to 
IBM for help. Thus began a unique 
partnership programme. 

IBM helped provide the necessary 
data processing equipment and 
support systems, as well as training 
for the people assigned to this 
important task. 

The results speak for them- 
selves: 150,000 additional words 
coined and verified in just three 
years. The country's official 
language is now bigger, more 

useful and growing all the time. 
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The Genetic Resources of Rice | f Turning on the Sun, and other feats 


wo I > 


P d am. 10 the untrained eye, all rice looks pretty Australia's Joint Microelectronics Research Centre 
much the same. But in fact, there 9 (IMRC ) has developed one of the world's most 
Ia \ are thousands of different strains, gj — efficient prototvpe silicon solar cells, capable of 
i \ A each with its own strengths and a converting almost 20 percent of the Sun's energy 


; Ø a weaknesses. B g a f ) 4 into electrical power. 
P d Ø @ With much of a fg @ ^ «p This is an impressive feat in itself, but even 
«e ™ & rapidly growing a ` d more important is the fact that the technology 
f @ world population Iz P d 4 / 4 behind these new cells could make the 
dependent on rice as a staple food, ĝ 2 cost of solar energy 15 times cheaper in the 
and with rice production often endangered next decade. 
by unfavourable weather, diseases, and by more «m. But the talents of JMRC extend beyond 
lucrative industrial land use, it is vitally important achievements in solar energy. Another 
for the numerous rice strains to be carefully research project at the Centre 


categorised and the seeds of its various strains 1 9p has led to the 








preserved. Just as important, the seeds and development 
"m 48 related information must be made Ü of custom ! 
i pe. freely available to scientists @ 4 d 




















> 
P 3 agp ond growers throughout the @& _ Q Ü 
Is tU world for breeding new if 
J y 4 4 varieties that will benefit the € 
/ D A future generations of mankind. 
This is the mission of the International 
Rice Germplasm Center at the International 
Rice Research Institute in the Philippines. 
IBM considers this project so important it 
4 has donated a large central computer, 
P a 30 personal computers, software 
Ø 4P and manpower to help the 
P «æ Institute keep its extensive 
p \ records up to date. A lot of 
vital information goes into all those 
computers. Each of 80,000 rice 
MN samples is first analysed for 45 
agronomic characteristics, then 


ON ó for 38 physiological traits. 


Ø It's a difficult but 
e N important task, helped 
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* in part by a 
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commitment 
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Making partners of suppliers 


“Just four years ago, we wouldn’t have known how 
to make a system like this,’ says T.S. Shieh, proudly 
displaying a computer monitor his company makes 
for IBM. “When we got our first IBM contract, 
we needed a lot of help to get the quality right” 
That one story says a lot about the way IBM 
works with small companies throughout the Asia- 
Pacific area who supply important subsystems for 
IBM products. IBM is more than just a buyer of 
parts, it's a major contributor to the companies with 
which it does business. 
“IBM helped us grow in a number of ways,’ says 
one supplier. “When a test product 
would fail to meet IBM’s standards, 
they conducted seminars for 
our engineers and 
carried out 


P 


analyses of our whole operation. IBM even suggeste 
new management techniques. That's a lot more 
helpful than just saying ‘no: " 

An IBM purchasing manager on the scene de- 
scribes the relationship this way: “From day one, we 
go through the pilot run. We review every process 
with them and make recommendations. We want 
the supplier to succeed, so we work together with 
them to make it happen. It's a rewarding thing? 

‘Today, many IBM suppliers who once only mad 
simple parts now have their own research depart- 
ments and market their own sophisticated product 
And just as important, this intensive technology 
transfer is self-perpetuating. The higher standards 
that IBM helps its suppliers to deliver are 
passed on to the suppliers’ suppliers, resulting in 
the building up of a high-tech infrastructure that 
benefits the entire country. 


B The goal of IBM's continuing commitment to its 
Asia-Pacific home is to reach out and create a 
better environment for all of us. In JBM Outreac 
we have highlighted some of the ways 
in which IBM encourages local 
technology and shares i 
own experience 
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X TT | In enhancement of the excellent arce | year ree po | may i 
Editor: Derek Da Swelling undercurrent [REVIEW, 4 | top ofall government mem | 
. Deputy Editor: Philip . Sept.], I volunteer some extra notes. a the document meh 
Regional Editor: Susum First there was the line: “Other govern- i 










Michael Malik {is 





ment critics who read the [Ali Sadikin] | 
document dismissed the charges of gov- | 
ernment. corruption — phrased as | 
leaks. and ' 'wastages — as hardly being |. 
new." If those government critics have 
really read the document, they should 
have réalised that such charges, if an 
were hardly the main issue. To the con- | 
-trary, it was in that respect quite mild to 4 
suggest a cautious conciliatory move | 
‘supporting what the REVIEW reported | : some. time ago. “Not eS 
.as the document's declared aim to | | | 
"bridge the gap between the opposition | v 
inside [the gov ernment] and the opposi- |b 
tion outside. " [is ctive sa 
When those g government critics also | t e government.: Whi 
| 
| 
| 
























Ed. should: be i viis 
cracy could have been made a 






















said that “Sadikin himself had not been | ing for reforms, on one hand. 
above charges of corruption when he | called for corrections while it still m 
was in office," they should have added | ters and, on the other hand, he ad 

that he had finished his second and final | against | indiscriminate wes 
term as governor of Jakarta nine years of everything that. had been achi 
ago. Ever since, nobody has.sued him | in the past, including the ty 
for committing. corruption, while all | adesof the New O 
knew that the man could no longer ex- | : 
pect help from the regime he has been 
criticising. As for his popularity among 
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whole cannot be. protected withou 

scientific resolution of the natio 
+ question in this part of the world. 
situation remains the same as itis n 
|. the culture of this region will survive 
at all, only as an appendage of 
Hindi-Urdu culture of north and noi 
| west South Asia. It is high time that 


thinking people of this region z 


A threatened culture 


Ashok Mitra's piece on. film- -making 
[ARTS & SOCIETY, 4 Sept, | should sad- 
den all Bengalis, whether from 
Bangladesh or West Bengal. However, 
I wish it was true that Bangladesh was 
immune from the pernicious influence 
of Hindi movies. Thanks to thé video 


cron ciega qd ses saco iret tape-recorder, in present day Bangla- ing, Mitra — realises thas pot 
Colombo Manik de Siva desh, the overbearingness of Urdu has | : 
Europe ios Bartholomew (London), already been adequately replaced by | 
Tem Sata ss) Therese Ore Geneva |) that of Hindi. In Bangladesh, there is a 
. Kathmandu .—. Kedar Man Singh genuine demand for Calcutta movies. 
D S o 7 OD The “Bangals” (the Bengalis of 
|. United Nations Ted Morelio 
<i Wellington Colin dames — | 


talgia the Calcutta movies that they | the | 
were able to watch in Dhaka in the 
1950s and 1960s. Many of them still go - 


Publisher: Charles H. Stolbach 


i -with a compass, On m 
General Sales Manager: Elaine Goodwin 


—- not west — of Tokyo 


Adv. Manager, Asia: Nigel Bolding over to West Bengal just to see Bengali . Los Banos, California 
Circulation Manager: Billy Woo movies. However, with Hindi signs all — ot 
Adv. Production Manager: Stanley Ng around, they have now to make a seri- | MI aA nnes 
ous effort in locating Calcutta cinemas. Missing Amr ia 
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which exhibit Bengali films. 
The Dhaka authorities are protect- 
ing a home film industry which is given | and them. | EE 
 toasickening worship of Bombay. Even Mt Helena, Montana David I. Steinb: 
if the doors were opened, not Bengali | | | 
films from Calcutta but Hindi movies 
from Bombay would have flooded the 
. Dhaka market, given the superior sup- 
. ply capability of Bombay, if not for any- 
thing else. As pointed -out earlier, 
videos have already ensured this to a 
large extent. So, whatisthe use?  - E 
‘The Bengali culture, in particular, | 
and that of eastern South Asia as. 





Nicholas Duti replies: Mr Dutt 
| deft for Montana where there is a 
colony of refugee Amnesians, and 
communicate in due course. 
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INTERNATIONAL 
PRIVATE TENDER 


Freehold 


Í GREAT BARRIER REEF 





Broome Head juts into 
the sparkling blue waters 
of Australia’s Great 
Barrier Reef. The site is a 
magnificent 2424 hectares 
of white, sandy beaches, 
tussocky hills with 
spectacular ocean views 
through shady undulating 
sub-tropical forest. The 
land is approved for full 
resort and township 
development and being 
on the Tropic of Capricorn 









BROOME HEAD @ 
ROCKHAMPTON ® 


Broome Head is as 
beautiful and remote as 
the reef islands that 
surround it, and yet as 
a mainland centre it has 
the advantage of lower 
development and running 
costs. Being-such a large 
area it can provide a wide 
variety of resorts. 

: A concept has been 
; strafegi cally developed by 
positioned site IS — international planners for 
offered for sale by private a total destination resort, 


tender, closing on the 22nd and a report is available 


: at on request, along with 
October, 1986. Negotiations costitige, OMAIN 


are invited for sale prior to — ;eport local authority 
closure of tender. ^ approvals etc. 







For further details contact Mr. I. Dore. 


Ray White Project Marketing, 
G.P.O. Box 615, Brisbane 
z Old 4001 Australia 

Ray White Telephone: +61 7 227 9290 

(International) 
Telex: Raywhi AA42053 
Fax: *61 7 229 3182 
(International) 


i For full colour brochure on Broome Head send this coupon to: 
Ray White Project Marketing, 
k G.P.O. Box 615, Brisbane, Qld 4001 Australia. 
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- |QUEENSLAND. AUSTRALIA Broome Head 


the climate is near perfect. 
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smiling on your next 
tripi in Asia? 











People Pleaser Rosanna Chan - Room Maid 


Travel. It can put a smile on your face. Or 
wipe it clean away. 

we all know what can happen to the best 
laid plans of mice and men. Which is why at 
Holiday Inn the countless little things that can 
make or break your trip are the things we care 
most about. 

Our staff are committed to making sure 
your plans never falter. They renew the 
definition of service, going beyond daily 
routine to make your stay special. AS People 
Pleasers they understand graciousness and the 
importance of a smile. 

At Holiday Inn we care about the small 
things in life. 





We care about the small things in life. 


International-Asia/Pacific 


For further information and reservations, contact your travel agent, 
any Holiday Inn or our Regional Director of Sales, 
c/o Holiday Inn Harbour View Hong Kong, 
TST PO Box 98468, 70 Mody Road, Kowloon. Hong Kong. 
Tel: 3-7215161, Telex: HX 38670, Cable: INNVIEW, 


Holiday inn Hotels in Asia/Pacific 
Bangalore * Lido Beijing * Bombay * Colombo * Golden Mile Hong Kong 
Harbour View Hong Kong * Islamabad * Johor Bahru * Kanazawa 
City Centre Kuala Lumpur * On The Park Kuala Lumpur * Karachi * Kuching 
Kyoto * Manila * Nagasaki + Nankal-Osaka * Narita * Penang 
Park View Singapore * Royal Singapore * Surfers Paradise Ggld Coast 
Menzies Sydney * Tokyo * Toyohashi * Yokohama 
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W: hen Malaysia' s New Economic Policy was formulated 
in 1970, the way appeared set for redistribution of the 
country's wealth by 1990 in a manner that would eradicate 
poverty and provide a greater share for the indigenous 
Malays in the wealth of their country. The plan is close to 
achieving many of its goals, but new thinking is called for in 
the face of an economic crisis spurred by a worldwide 
| slump in commodity markets, upon which Malaysia de- 
pends for its foreign income and development funds. Kuala 
Lumpur correspondent Nick Seaward details the achieve- 
ments of the NEP and the pressures on the government to 


put the policy on hold until economic growth resumes. Pages 76-82. 


Cover illustration by Karl Fung. 





Page 12 

Singapore Prime Minister Lee person- 
ally puts the case of abuse of par- 
liamentary privilege against his old 
foe J. B. Jeyaretnam. 


AP 


Page 13 
Although South Korea blames the 
North for an airport explosion, there is 
little to prove who was responsible. 


Page 14 

Prime Minister Mahathir bans ‘heavy 
metal’ rock concerts, which he says 
are not part of Malaysian culture. 


Page 18 

The opposition in Taiwan takes to the 
streets to protest against jail sen- 
tences imposed on a number of their 
leaders in recent months. 


Page 27 

Guam’s governor is arraigned in a US 
district court on charges of influence- 
peddling to raise funds for his re-elec- 
tion campaign. 


Page 28 

After cautious deliberation Tokyo an- 
nounces its decision to participate in 
the US ‘Star Wars’ programme. 


Page 29 

Despite the popularity of the French- 
built Mirage 2000 fighters, Jakarta 
opts for the US General Dynamics’ 
F16s for its air force. 


Page 34 

A coalition of farmers, miners and 
businessmen oppose Australia’s 
wage-fixing scheme. 
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Page 44 

Political parties in the Philippines, old 
and new alike, jockey for power in the 
expectation of national and local elec- 
tions following a constitution ref- 
erendum. 


Page 46 

The Portuguese say they could leave 
Macau early if the Chinese do not 
agree to their conditions for an agree- 
ment on handing back sovereign- 
ly. 

Page 62 

The devaluation of Indonesia's rupiah 
came as a surprise only in its tim- 
ing and its benefits may be mixed. 


Page 63 

With agreement imminent on a new 
funding package for the Philippines 
from the World Bank and IMF, dissent 
is mounting over the conditions of the 
loans which include a progressive 
opening up of Philippine manufactur- 
ers to import competition. 


Page 75 

Success may have come too soon for 
a rejuvenated Indian motor industry 
as supply threatens to outstrip de- 
mand. 


Page 94 

Malaysian construction and engineer- 
ing group Promet earns a temporary 
reprieve from bank creditors. The 
question remains whether a deal can 
be struck to keep the company afloat 
after court injunctions against the 
banks are lifted. 


Page 96 

Market observers see the truce be- 
tween BHP and Robert Holmes à 
Court as a pause in the saga in which 
the most aggressive corporate raider 
in Australia sought a shotgun wed- 
ding with the country's largest com- 


pany. 
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Taiwan: Opposition in the streets ZZ gu 
Guam: A mouse that roared _mm.._ 27 
Defence: Yes to Star Wars n 
F16 wins sales dogfight 
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Diplomacy: Rush to progress 
Sri Lanka: Dwelling on devolution 














ARTS & SOCIETY 
Cinema: Film-makers battle with sex, laws 
and indifference ! ay "i 
Marcos plays Romeo to Aquino's Juliet D 

Strict censors make for good neighbours — 50 | 








BUSINESS AFFAIRS 
Currencies: Third time lucky in 
Jakarta? 
Borrowings: Reform amid controversy in 
Manila 
The Moody's blues in Sydney 
Industry: Spinning their wheels in 
New Delhi 
Cover story: Balancing the redress in 
Kuala Lumpur 
Recovery takes priority cver 
restructuring 
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Bumiputras must take their equity on 
trust 

Welcome back to foreign investors 

Finance: No more empty pledges in 
Bangkok 
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murder trial as “a mock trial 





REGIONAL - 


Aquino murder trial 
verdict overturned 


The Supreme Court of the 
Philippines has declared “null 
and void" a lower court deci- 
sion on 2 December last year 
acquitting 25 military men, in- 
cluding former armed forces 
chief of staff Gen. Fabian Ver, 
charged in connection with the 
assassination of opposition 
leader Benigno Aquino in Au- 
gust 1983. The court’s 12 Sep- 
tember decision described the 





the non-trial of the century,” 
and also ordered a retrial “with 
deliberate dispatch . . . so that 
truth may be finally known and 
justice done to all." 

For conflict-of-interest 
reasons, three of the 11 Sup- 
reme Court justices excused 
themselves from the otherwise 
unamimous decison. They had 
legally represented or are re- 
lated to petitioners who twice 
last year failed to get a similar 
decision from the court, which 
then comprised judges ap- 
pointed by former president 
Ferdinand Marcos. The cur- 
rent justices were appointed 
after Marcos' fall in February. 

— James Clad 


200 Burmese insurgents 
surrender to government 
A total of 200 insurgents sur- 
rendered to the Burmese Gov- 


ernment between May and Au- 


gust, according to reports in 
state-owned newspapers. They 
said that 59 were from the 
Burma Communist Party, 66 
from a variety of Shan insur- 
gent groups, 24 from the Karen 
National Unity Party, 14 from 
the Kachin Independence 
Army and the remainder from 
a variety of smaller groups. 

— M. C. Tun 


Lilley named as 
Seoul ambassador 
US Deputy Assistant Secretary 
of State for Asian and Pacific 
Affairs James R. Lilley, a 27- 
year CIA veteran with an inti- 
mate knowledge of Chinese af- 
fairs, has been nominated as 
the new US ambassador to 
South Korea. Subject to US 
Senate confirmation, he is 
likely to take up the post later 
in the year, replacing outgoing 
ambassador Richard Walker. 
Lilley has been portrayed as 
the right-hand man of Vice- 
President George Bush, a re- 
lationship going back to 1973 


10 


when Bush became the first 
head of the US liaison office in 
Peking and Lilley was moved 
from Laos to head the CIA sta- 
tion in the Chinese capital. 
South Korean officials say pri- 
vately that they believe the ap- 
pointment of a man of Lilley’s 
background reflects Washing- 
ton's anticipation of further 
contacts between China and 
South Korea. — John McBeth 


Bangladesh opposition 
plans poll strike 

The main opposition coalitions 
in Bangladesh, which have de- 
cided to boycott the presiden- 
tial election on 15 October be- 
cause they believe it will be rig- 
ged, have called for a nation- 
wide strike on polling day. The 
coalitions, led by the Awami 
League and Bangladesh 
Nationalist Party, also or- 





Chowdhury: persuasion. 


ganised a day of protest on 17 
September when nomination 
papers for the election were 
filed. 

Bangladesh Prime Minister 
Mizanur Rahman Chowdhury 
told a press conference that the 
ruling Jatrya Party was at- 
tempting to persuade the oppo- 
sition groups to participate in 
the election. If necessary. he 
said, the government was will- 
ing to change the election date 
to accommodate them. 

— S. Kamaluddin 


Soviet submarine 
delivered to India 


India has taken delivery of the 
first of six Soviet Kilo-class 
submarines that will replace 
the Foxtrot-class submarines it 
purchased from Moscow in the 
late 1960s. The new sub- 
marines, which are being sup- 
plied on a priority basis, have 
electronics systems that are 
more sophisticated than those 
in Kilo-class submarines being 
used by Warsaw Pact coun- 
tries. — Mohan Ram 








Wah Kwong Shipping's 
deep sea of troubles 
Hongkong's third-largest ship- 
ping company, the ailing Wah 
Kwong Shipping and Invest- 
ment Co. (Hongkong), found 
itself in further trouble on 15 
September when one of its top 
five creditors, US-based Chase 
Manhattan Bank, arrested a 
second ship. Chase's move cast 
new doubt on the viability of a 
restructuring plan involving 
Wah Kwong's US$856 million 
in debts. 

Both company and bank 
sources agreed that the par- 
tial withdrawal of Chase 
(owed some US$30 million, of 
which it seemed likely to 
realise less than 50% from any 
forced sale of ships) from the 
rescue plan would make little 
financial difference to the plan 
itself. The main worry was 
whether the arrest by Chase 
— a member of the plan's ad- 
visory committee — would 
further shake the confidence 
of the other 45 creditors, of 
whom less than half have so far 
agreed to the plan. 

— Michael Westlake 


Malaysian broker takes 

a foreign partner 

Kuala Lumpur-based Seagroatt 
and Campbell is to become the 
first Malaysian stockbroking 
firm to get a foreign partner 
under the corporatisation exer- 
cise launched by the Kuala 
Lumpur Stock Exchange 
(KLSE) earlier this year. Pend- 
ing approval by the Capital Is- 
sues and Foreign Investment 
committees, it is understood 
that the British firm W. I. Carr 
will take a 30% stake in Sea- 
groatt and Campbell, the maxi- 
mum permitted under new 
KLSE rules. — Nick Seaward 


Police raid Hongkong 
company offices 


The chairman of Hongkong's 
Chinese Manufacturers As- 
sociation, Lawrence Chu Cho- 
ham, says the Wing On Hold- 
ings group has made “mislead- 
ing and unfair" statements 
about him. Wing On said at the 
weekend that a series of police 
raids of its premises on 12 and 
13 September, during which 
cartons of documents were 
seized, were part of an inquiry 
into the activities of Chu and 
others, and the circumstances 
leading to the agreement by 
Hang Seng Bank to take over 





the Wing On Bank in De- 
cember 1985. Chu and Wing 
On have been engaged in a 
continuing dispute involving 
claims and cross-claims. 

— Liz Carver 


Kukdong to take stake 
in Dongsuh Securities 


Dongsuh Securities, one of 
South Korea's largest and old- 
est stock brokerages, and a 
highly profitable one, will soon 
have a new major shareholder. 
Kukdong Construction Co. 
plans to pay just over Won 30 
billion (US$34.1 million) in 
cash by end-September for 
31.73% of Dongsuh. The 
shares are now held by Korea 
First Bank (KFB), the Com- 
mercial Bank of Korea and 
Union Steel Co. Although 
KFB will retain 30% _ of 
Dongsuh, the purchase will 
give Kukdong managerial con- 
trol — which it has sought 
for more than a year. 

— Paul Ensor 


Thai cabinet approves 
new five-year plan 
Annual economic growth of 
5% and the creation of 3.9 mil- 
lion new jobs during the next 
five years are among the high- 
lights of Thailand’s Sixth Five- 
Year Plan (beginning on 1 Oc- 
tober), approved by the 
cabinet on 15 September. The 
basic strategy is one of growth 
accompanied by economic and 
financial stability. The new 
plan sees a larger private-sec- 
tor role as a locomotive of 
growth. On the government 
level, the focus is to shift from 
expansion of state services and 
infrastructure to improved effi- 
ciency and quality. 

— Paisal Sricharatchanya 


Macau gambling licence 
renewed, with conditions 
The Macau Government has 
approved a plan by Societade 
de Turismo de Macau (STDM) 
to issue shares on the Hong- 
kong stockmarket and agreed 
to extend the gambling firm’s 
licence until the year 2001 — 
with a number of conditions. 
STDM is to build a second 
bridge linking the Portuguese 
enclave’s Taipa island with the 
mainland,  part-finance the 
construction of a long-mooted 
Macau airport, and to revive a 
property project begun by 
Hongkong's Trafalgar Hous- 
ing company. STDM, which 
operates five casinos, contri- 
butes about 40% of Macau's 
annual revenues. 

— A Corgspondent 
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VIET NAM CONNECTION. 
Western intelligence services have 
discoveréd from serial numbers on 
some of the weapons used in the 
recent unsuccessful ambush of 
: Chilean dictator Augusto Pinochet 
that they come from those left behind 
by the US in Vietnam. They believe 
the weapons found their way to Latin 
America from Libya and East 
European countries, which bought 
them from Hanoi.. 


BIOGRAPHY BLOOPER 


There was considerable E 
embarrassment at the White House 
recently when an industrious official 
compiling the biography of the 
 ambassador-designate to South 
Korea, James Lilley, listed all the 
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Chulalongkorn University’s political 


to do so. 


oar postings he had ee his 
career with the CIA. There were 
fears that the leftwing opposition in’ 
South Korea might use these details 
to criticise Lilley’s appointment, 
despite the fact he left the CIA eight 
years ago. 


Inamove _ 
apparently | 


| intermittent 

| criticism from 

| some sectors of 
Bangkok's | .. 
intelligentsia, the 
Thai army under 
liberal-minded | 
commander Gen. 
Chaovalit 

Yon; gchaiyut is opening its doors to- 
the academic community. Kanala 
Sukhabanij-Khantaprab, an 
associate professor from 


science department, has been chosen 
to attend an eight-month course at 

the Army War College next year, — 
making her the first female academic 


LOAN PROBLEMS 

Slow approval in Tokyo for a US$1. 
billion bilateral-aid package for 
Mexico has become one of the key 
problems holding up final action on 
the IMF's US$1.5 billion bridging 
loan for the Central American | 
nation. Commercial banks are being 
asked to provide an additional US$6 
billion in new credits to Mexico, 
which already owes more than US$97 
billion, but are e hesitating until they | 
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| | Cambodia. . 


fugitive former major shareh 


'(FBCB). is reluctant to return t 
-say he has received warnings tha 


who put hundreds of millions of b: 
| into his deposit-taking company - 


Cambodia problem. Unlike its ‘Aseai 


bolster the Cambodian resistance 
coalition militarily with a view to : 


supported the resistance's 














three montis ago that the package. 
would be approved, the go-ahead. h 
been delayed by the re | 
some officials at the M 
Finance to guarantee. 
Bank of Japan loans. 
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Kamron ‘Coro’ ' Tejapaibul,. 
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Thailand to face charges of fraud 
because he fears for his life. $ 


ison the “hit list" of various people 




























in Hongkong, only to see it liquidat 
after the Thai Government had to 

come to the rescue of FBCB in July 
over massive bad debts. 


SHIFTING STANCE 


There has been a significant shift i in 
Indonesia's attitude towards the 


partners, Jakarta has until now been 
rather cool towards the effort to . 


forcing Vietnam to talk about a 
political solution. But when coalition 
president Prince Norodom Sihanou 
wasin Jakarta ona recent tour of. 
Asean countries, President Suharto 
told him that Indonesia fully | 


military campaign against : 
Vietnamese occupation Hoops T 
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AUSTRALIA 
A New South Wales district court: judge 
. resigned over state plans to set up a judicial | 
watchdog body (75 Sept.). 


CHINA 
. “China and the Soviet Union ones in Pe- 
king anew consular agreement and an ac- 
| cord on cooperation between the state plan- 
ning commissions of the two countries (70 
Sept.). Nicaraguan President Daniel Ortega 
arrived on an omiaa visit (/2 Sept. ). 


HONGKONG 

About 130 detectives of the Commercial 
Crime Bureau raided 30 premises associated 
with the Wing On group of companies and 
seized a huge das of documents (/2 
Sept. ): 


JAPAN. 


South Re ean Foreign Minister Choi 










MALAYSIA- 


Kwang Soo arrived for a meeting with his Ja- 
panese counterpart Tadashi Kuranari (70 | 


Sept). Prime Minister Yasuhiro Nakasone | 


won formal approval for one more year as 
party president and thus as prime minister 
(11 Sept. ye 


INDONESIA 
French President Francois Mitterrand 
arrived onan official visit (76 Sepz.). 


A prominent political figure in. the Na- 
tional Front coalition was arrested in connec- 


tion with a central bank probe into coopera- 


tive societies, police said (// Sept. ). 


PAKISTAN 


Authorities arrested an Arab on suspi- ! 


cion of helping.the four hijackers» of the 
PanAm jet, a police i inspector said (7/ Sept.). 
Ami itary attaché to the Soviet Embassy was. 
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for former military chief Gen, Fab 


. volvement in the assassination of Be ig 
Aquino (7/2 Sept.). President Cc 


bombs in the latest protest against the / 
.Games (41 Sept.). Five people were k 




















shot dead, an embassy spokesman. sa 
! Sept.). 


PHILIPPINES 


The Supreme C ourt ordered. 


ES 


and 25 other people acquitted: last y 


Aquino arrived in Washington on an ofi 
visit (75 Sept. }.. Police arrested two soldi 
who were Among the 26 acquitted 
Sept. ). 


SOUTH KOREA 


Police fired tear gas to disperse hundr 
of students throwing stones and p 





and about 30 injured when a bomb ri 
through.the crowded arrival hall at Ki 
| Airport U: 4 Sept. ). 
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By Nigel Holloway in Singapore 


E committee of Singapore's parlia- 
ment has adjourned its investiga- 
Fion into a complaint from leader of the 
. House and Foreign Minister S. 
BEiDhanabalan that opposition member 
(3. B. Jeyaretnam had abused parliamen- 
_ tary privileges by persistently making 
aoe “that there was executive in- 
erference in the judiciary.” The deci- 
r sion to adjourn was taken after five days 
| of investigation into Jeyaretnam's 
ouns, which received full coverage in 
. the newspapers and up to 90 minutes 
(e ery evening on TV. 
. The allegations arose from a case in 
January 1984 involving Jevaretnam and 
E. e chairman of his Workers’ Party 
WP), Wong Hong Toy. They were ac- 
| qi juitted of three charges and convicted 
of another. The presiding senior district 
, :j judge, Michael Khoo, was. transferred 
even months later, after the chief j jus- 
| tice, Wee Chong Jin, upheld a state ap- 
| peal against the acquittal. Jeyaretnam 
f eied in parliament in March this 
. year that Khoo was relieved of his post 
| for giving a decision which displeased 
| the government. 
The chief justice later convicted 
| deyaretnam and Wong on two counts 
ind ordered a re-trial on a third charge. 
I n September of last year, they were 
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| KOREA 


(By John McBeth in Seoul 


A = vading already tight security meas- 
a == ures, terrorist bombers killed five 
| people and wounded at least 31 others 
[4 ina 14 September explosion at Seoul’s 
impo airport which officials fear may 
e the forerunner to other similar inci- 
< dents during the Asian Games and in 
the run-up to the Olympic Games in 
1988. Seoul authorities promptly 
blamed North Korean agents or so-call- 
ed “impure elements" directed by 
a Pyongyang. But as one Western dip- 
lomat put it: “You could develop six dif- 
b ferent scenarios and, depending on the 
| information available, shoot down all 
~ si: ix.” 
. The bomb exploded in a stainless 
| steel waste bin outside one of the exits 
"to the d guarded international 
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8 piven a three months’ jail sentence on, 


Airport ‘who done it 


E eoul blames the North but there is little evidence 


Lee presents the SONIS pide opposition MP oair 


A case of privilege 


this final charge and have appealed to 
the High Court. 

In order to avoid prejudicing the 
case, the chairman of the privileges 
committee, Yeoh Ghim Seng, said the 
committee's report on the complaint 
would only be presented to parliament 
after their appeal is heard at the end of 
October. Other witnesses, including the 
president of the Law Society, Francis 
Seow, may also be called by the commit- 
tee before presenting its report. The 
eight-man committee is made up of 
seven members of the ruling People's 
Action Party, including three cabinet 
ministers, and Chiam See Tong, the 
only other opposition member in the 
house apart from Jeyaretnam. 

Throughout the hearing, Prime 
Minister Lee Kuan Yew, not a mem- 
ber of the committee, presented the 
case against Jeyaretnam. He argued 
that Jeyaretnam had made four un- 
warranted allegations in addition to 
the charge of executive interference. 

First, Jeyaretnam claimed that exec- 
utive meddling in the affairs of the 
judiciary was possible because there 
were four government members on the 
six-man Legal Service Commission 
which decided .on judicial appoint- 
ments. Secondly, the opposition MP 
suggested that the chief justice and the 


terminal, blowing out 
large plate glass windows, 
exposing and bending 
reinforcing iron in the ter- 
minal wall and sending 
jagged fragments scythin 

m through a crowd o 
South Korean bystanders. ` 
No foreigners were caught 
in the blast, despite the fact it came as 
the first of thousands of athletes had 
started to arrive for the 20 September 
opening of the Asian Games. 

Police investigators say the bomb 
was made up of about 1.25 Ib of “com- 
position-type” explosive, presumably 
plastique, and was detonated by a tim- 
ing device. It was probably placed in the 
bin within 80 minutes of the mid-after- 
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Chun: tight security. | 








attorney-general, Tan Boon Teik, were 
beholden to the prime minister for hav- 
ing their terms in office extended and, 
thirdly, that the government had been 
grooming Tan for higher positions since 
early in his career. 

Much of the hearing was taken up 
with a cross-examination of Jeyaretnam 
by Lee assisted by Glenn Knight, a dep- 
uty public prosecutor. Both Jeyaretnam 
and Lee are lawyers by training. 
though the prime minister no longer 
practises. By going back over the evi- 
dence in the original trial in 1983-84, 
Lee aimed to show the committee that 
there were sufficient grounds to convict 
Jeyaretnam and Wong and that the pro- 
secution had not been politically moti- 
vated. The role of the prosecution in the 
case was the subject of the fourth charge 
said to have been made by the opposi- 
tion MP. 


he committee hearing, at which 

Jeyaretnam denied that he had abused 
parliamentary privilege, started only 
two weeks after parliament had passed a 
law giving it greater powers to punish 
members deemed to abuse their 
privileges. These were introduced hur- 
riedly to ensure that the committee pro- 
ceedings maintained, in Dhanabalan's 
words, “principles of truth, dignity and 


PHOTOS: AP 

noon explosion. A nation- 
wide police alert was call- 
ed and President Chun 
Doo  Hwan inspected 
heightened security and 
search procedures as he 
toured the airport and the 
Asian Games village the 
following morning. 

At an emergency meet- 
ing after the explosion, 
ruling Democratic Justice 
Party leader Roh Tae 
Woo is said to have given 
the go-ahead for full press 
coverage of the incident, 
which incorporated gov- 
ernment statements laying 
the blame firmly on Pyongyang. North 
Korea, for its part, disclaimed any part 
in the bombing and in a lengthy com- 
mentary predictably attributed it to 
southern dissidents and what it called 
the *dangerous environment" in the 
South. The North Koreans have refused 
to take part in the games and have been 
actively seeking to be made co-host of - 
the Olympics in a clear effort to draw 
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decorum." Jeyaretnam's earlier state- 
ments in parliament, the subject of the 
committee's inquiry, make him liable to 
a fine, a reprimand or suspension from 
the house for the current session. But 
any breach of privilege during the com- 
mittee's proceedings or thereafter will 
be punishable by new measures includ- 
g imprisonment, expulsion from the 
suse or the removal of immunity from 
civil prosecution. 

Jeyaretnam sought to show that 
there was public disquiet aroused by 
"the unusual nature of the transfer" of 
Khoo from the bench. He said he had 
personal knowledge that two magis- 
trates, Yong Yung Sui and Jeffery 
Chan, were transferred in 1974 and 1980 
respectively after acquitting legal clients 
of his. But he did not say at the hearing 
that they were transferred at the 
prompting of the government, rather 
that the public interpreted these trans- 
fers as a sign of executive displeasure 
with the judges' decisions. Neither did 
he ask either the attorney-general or the 
chief justice, who appeared as witness- 
es, whether there had been ministerial 
interference in their work. 

Jeyaretnam cited three experiences 
he had in the legal service from 1952-63 
to support his case of alleged executive 
interference. He said that when he was 
supreme-court registrar, he received 
word from the prime minister's office, 
just before the trial of a leading opposi- 
tion politician, that the prime minister 
wanted to speak to him. A few minutes 
later, he was told that Lee had wanted 
to speak to somebody else instead and 
the call was not put through. 

In the second instance, while he was 
first magistrate in the subordinate 
courts, he noted that public prosecutors 


some of the limelight away from Seoul. 

Radical South Korean students have 
demonstrated against the holding of the 
Asian Games and the Olympics, claim- 
ing they are designed to burnish Chun’s 
political image, but opinion seems di- 
vided on whether they have the organi- 
sation and the expertise to carry out 
such an operation. Although the stu- 
dents did apologise for causing casual- 
ties in the firebombing of the US cul- 
tural centre in Pusan in 1982, observers 
point to a rising level of violence since 
then, culminating in a series of self-im- 
molations and almost daily clashes with 
riot police on university campuses 
across the South Korean capital. 


l^ anticipation of any trouble from 
student protesters and apparently to 
cut down the risk of tear gas drifting 
across sports fields, three universities 
which are to be the venues for Asian 
Games events have closed, and others 
are widely expected to suspend classes 
for the duration of the games. | 

An initial police statement said there 
were sinNlarities between the airport 
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were seeing judges in chambers without 
counsel for the accused being present. 
Jeyaretnam said he put a stop to the 
practice. In the third example, he learn- 
ed that trials involving trade unionists, 
which he considered to be. political 
cases, were sent to certain courts. He 
ordered that, in future, all cases should 
be sent to him to be allocated. 


ppearing as a witness at the com- 


mittee's hearing, the chief justice | 


said there was neverany request or inter- 
ference by the prime minister or the at- 
torney-general involved in Wee's deci- 
sion to transfer Khoo. The change of 
jobs was no different from other trans- 
fers. The criteria included the officer's 
suitability for the post and his career 
development. He said that Jeyaretnam 
had defamed him because his “insinua- 
tion" that the chief justice was beholden 
to Lee was untrue. Wee added that he 
agreed to continue in office after 1982 at 
the request of the prime minister. 

For his part, attorney-general Tan 
denied before the committee that there 
was anything unconstitutional in the 
manner of Khoo's move. Tan stated 
that there was an arrangement in the 
six-man Legal Service Commission, 
which decides on such appointments, 
that transfers can be done by him and 
the chief justice alone. When Khoo 


took the witness stand. he denied that 


his move to the attorney-general’s office 
was a demotion. However, he thought 
that the six days' notice he received ot 
his transfer was “sudden.” 

Chandra Mohan, a district judge who 
had worked under Khoo, told the com- 
mittee that in his discussions about the 
transfer with his colleagues, there had 
arisen the suggestion that Khoo was 





explosion and two past incidents — the 
bombing of the US cultural centre in the 
southern city of Taegu in September 
1983, and the North Korean strike in 
Rangoon a month later where remote- 
controlled claymore-type devices con- 
cealed in a mausoleum roof killed four 
South Korean cabinet ministers and 13 
other visiting South Koreans. 

One North Korean agent was shot 
dead following the Rangoon bombing, 
another was executed and a third is still 
in confinement. The identity of those in- 
volved in the Taegu incident, in which a 
passing high school student was killed, 
has never been publicly established, 


even if the official finger of suspicion did 


point at North Korea. 

But diplomats were generally cau- 
tious over who they thought was to 
blame for the bombing, the first at 
Kimpo and one of the worst security in- 
cidents in the Seoul metropolitan area 
in the past decade. One diplomat famil- 
iar with the case said: “On the informa- 
tion available to us, we don't know why 
they made that statement [linking the 
incidents ]." R) 
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moved because he had shown a “lack of 
leadership” in sentencing policy, not be- 
cause of his role in Jeyaretnam's case. 
Two members of the public, both linked 
to the WP, told the committee that there 
was disquiet among Singaporeans about 
Khoo's transfer. 

At the close of the hearing, the prime 
minister was asked in the witness box by 
Jeyaretnam whether he, the leader of 
the WP, had to be destroyed. Lee re- 
plied: “Politically, yes. You have to be 
debunked, exposed as a charlatan, as 
basically dishonest, as immoral and ut- 
terly unscrupulous, that you make any 
allegation against anybody, so long as 
you are protected, But the moment you 
bear the consequences, you flinch and 
you cringe, which is shameful.” 

Setting aside the strengths of the case 
for and against the allegations, there isa 
division of opinion as to whether the gov- 
ernment may have gone too far in its ac- 
tion against Jeyaretnam. One well- 
placed source said that ministers are 
aware they run the risk of making him 
into a martyr, but they believe the short- 
run political risks of doing so are out- 
weighed by the long-term harm of not 
challenging assertions which, they be- 


lieve, undermine Singapore’s institu- | — 


tions. 
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As Lee prepares to hand over power | ~ 


to the younger generation of politicians, 
it is clear he intends to go to great per- 


sonal lengths to ensure his legacy sur- — 


vives him. By taking the lead in attempt- 
ing to rebut Jeyaretnam's charges at the 


hearing, he dominated proceedings. | - 
During the course of them, Lee an- : 


nounced he would appoint the next 
chief justice and fill as many vacancies 
in the Supreme Court as there are suita- 
ble candidates before he left office. 


Minutes after the Kimpo blast. 
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| k E Suhaini Aznam in Kuala Lumpur 


d controversial speech on Malay poli- 
| Ptical dominance — containing a 
| warning that Chinese in Singapore and 
| Malaysia should not “play with fire" — 
| by former deputy minister and ex-politi- 
| cal detainee Datuk Abdullah Ahmad, 

. has startled both sides of the causeway. 
| Mee it drew escalating criticism from 
. Chinese political parties and non-Malay 
| individuals. 

A On 14 September, Prime Minister 
| Datuk Seri Mahathir Mohamad for the 
| second time denied prior knowledge of 
| the speech, reiterating that Abdullah’s 
| views "were his own" and “not moti- 
| vated by the party" — the United 
| Malays National Organisation (Umno). 
aiegyien had been longing to say 
meor a long time, said an insider from 






















| P: rompted by 10 minutes of hooligan- 
| E ism at a “heavy metal" rock concert 
_in Penang on 2 September, Malaysia has 
banned public performances of that 
en of music — in keeping with the 
Et of an acceptable national cul- 
ure for its 15.5 million citizens. The ban, 
effective on 7 September, covers TV 
broadcasts though records and tapes 
will continue to be sold and bands can 
continue to perform in nightclubs. 
ther types of rock music will be al- 
| lowed 
("When you have people behaving as 
if they have lost their minds, I think that 
bó ds very un-Malaysian and not good for 
E. us," declared Prime Minister Datuk 
| Seri Mahathir Mohamad. “If they want 
to listen to rock music they can buy re- 
| cords and j jump as much as they like at 
| home, " he said. 
In Penang the “Battle of the Bands” 
| (A -a joint tour by five heavy metal bands 
E promote their fans' awareness of 
|. music piracy, encouraging them to buy 
- original recordings only — was staging 
1 its sixth concert in its 10- -stop nation- 
| wide tour. It had performed before 
| packed crowds of between 10,000 and 
20 ,000 in each town and the Penang au- 
E ience was responsive. But the crowds 
had managed to get right to the very 
foot of the stage, instead of leaving 
a gap between audience and stage. 
b. en police ringed the performers 
| on stage for security, the result- 
| ant obstructed view prompted the 
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| | Saying the unsayable - 


‘Malay first’ speech by former minister angers others 


Umno, the dominant 
party in the ruling Na- 
tional Front coalition. 


The opportunity came on 
30 August in Singapore 
when Abdullah was ad- 
dressing the International 
Affairs Institute. He told his audience 
that the problem of racial polarisation in 
Malaysia was often blamed on “a politi- 
cal system which affords a special posi- 
tion for the Malays — and therefore by 
extension . . . relegates the non-Malays 
to an inferior status. 

*Let us make no mistake — the poli- 
tical system in Malaysia is founded on 
Malay dominance," he declared. “That 
is the premise from which we should 
start. The Malays must be politically do- 







Baiocung: the rock 


| Mahathir rules his people can only ‘jump’ at home 


Although performers have stood at 


the receiving end of stray missiles be-. 


fore, a rock stampede is still unknown in 
Malaysia. And the government wants to 
keep it that way. The ban shocked the 
country's few hundred rock musicians, 

still an infant industry, and dismayed 
their young fans. But in the ensuing de- 
bate in the press, it was obvious that ad- 
vocates of a return to more Asian values 
approved. 

The governments antipathy to 
heavy metal music has apparently been 
festering for some time. Newly ap- 
pointed Culture, Youth and Sports 
Minister Datuk Seri Najib Tun Abdul 
Razak said the government had been 
studying the situation since 1982. Rock 
fans still remember the fracas sur- 
rounding the Uriah Heep group's con- 
cert in 1983 and the government's re- 
jection of a permit for The Scorpions 
in 1985. 

Struggling to define a national cul- 
ture for its mixed populace — Malays, 
Chinese, Indian and an assortment of 
indigenous ethnic groups — has always 
been complicated by questions of whe- 
ther to assimilate everyone under the 
indigenous Malay cultural dominance 
or to absorb large chunks of every cul- 
ture and achieve a colourful if some- 
what indistinct melange. Simultane- 
ously, the government feels responsible 
for guarding its impressionable youth 
from slipping into Western pop culture. 
The growth of an official culture is a 


h. crowds to throw bottles, cans and | guided rather than evolutionary pro- 
| chairs. cess here. 
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Abdullah: speaking out. "^" 


ice made the f ed 

tion that “ours is not a 
system of discrimination 
but of Malay preservation 

...a system of Malay po- 
litical dominance but nc 
of Malay political do 
nation." 

The next day, a full 
text of his speech was car- 
ried in Malaysian news- 
papers, prodding a racial 
hornet's nest of debate, 

made more strident by the general per- 
ception that his speech would not have 
been reprinted if it did not have the 
tacit approval of the country's top 
Malay leaders. 

Abdullah went on to say that “many 
Malays" had told him that they prefer- 
red to “share poverty with Indonesia 
than see their political position 
eroded." His suggestion that Malays, if 
threatened, “might even consider a 
merger with Indonesia" drew outright 





The problem is perhaps deemed all 
that more serious because the vast 
majority of heavy metal fans are 
ethnic Malays — more than 90% of 
any concert. audience, said Music- 
ians Union of Malaysia (MUM) presi- 
dent Freddie Fernandez. No one in 
the industry could fully explain why 
Malay youths seem to be drawn to 
the repressed anger of heavy metal. 
All local heavy metal groups. -com- 
prise Malay musicians, who'sing their 
songs in Malay, noted MUM secretary 
William D’Cruz. But this . explana- 
tion of linguistic familiarity begged 
the question of why the genre only at- 
tracted Malay musicians. 


A: a phenomenon, heavy metal rock 
attracts the kutu (“louse”) crowd — 
boys in their late teens, just finishing 
school or recent schooleavers trying to 
get their first jobs. With plenty of time 
to spare but not much money in their 
pockets, they hang around the shopping 
malls and public gardens throwing ver- 
bal abuse at passers-by. Their dress is a 
colourful but distinct uniform: sleeve- 
less T-shirts, bandanna round the 
forehead and calf, skin-tight jeans and a 
leather wrist strap with metal studs, and 
long curly hair. 

When bands take their show on the 
road, their destinations are often small 
towns. The fans save up for these long- 
awaited events, walk or bus great dis- 
tances from their villages and talk about 
it for the next three months, according 
to Fernandez. These youths do not fre- 
quent the bars and nightclubs where 
drinks average M$12 (US$4.50) and 
where a more commercial pop is dish- 
ed up. Proprietors do not want to at- 
tract this non-paying cliengele.. “So 
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cal. figure even before 
speech, having been detain 
| nternal Security Act in 19 

imunist leanings. He w; 
Ba after a television. EU 


t 
e] 
| feed. the threat f 'om China and possi-- 
ble. domination. of this country by 
Chinese," recalled Sunday Star colum- | 
nist Datuk Mohamed Sopiee. He also | 
suggested that Abdullah was sending up | 
a trial balloon on Umno's behalf before | 
| 







the party assembly on 19-20 September 
adopted a change in policy. 


b bdullah was not available for com- 
FY ment on the reactions to his speech, 
which have basically run along com- 
munal lines — Malay writers and acade- | 
mics admitting to sharing Abdullah's 
views while Chinese and Indian read- | 
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‘concerts are their only outlet,’ 
Fernandez. 

But even in Kuala Lumpur, rock | 
fans contrast vividly with that other | 
end of the Malaysian continuum, the | 
sombre-hued long robes and head | 
covers of the data (proselytising) | 
Muslim youths. In the recent elections, | 

| 
| 
| 
| 


said | 


the opposition Parti Islam (Pas) had 
| made the banning of rock music one of. 
its election planks. How far the ban is 
a response to anticipated Pas pressure 
is uncertain, but several music industry 
sources feel that there was at least | 
some correlation. 

_ The musicians are now appealing to 
the government to reconsider its move. 
| Bread-and-butter questions dominated 
an MUM extraordinary general meet- 
ing on 13 September when 60 members 
discussed stricter concert controls 
lighting, Nnore elevated stages, more 


————— 















racial harmony that prevails in our 
country. There are many Malaysians of 


| Chinese origin who accept Malay 


leadership in the political life of our 


- country but surely there are other ways 


of seeking their cooperation than by 
threatening them with fear," he wrote. 
In one of his first statements as Ma- 


mein Chinese Association (MCA) 
president, Datuk Ling Liong Sik de- 
clared that “the MCA will not be used. 


as a political ladder for any Malay politi- 
cian to further his personal political am- 
bitions. As such we will not be drawn 
into any public debate at this point in 
time [before the Umno assembly]. I will 
advise all right thinking Malaysians to 
treat Abdullah's statement with the dis- 
dain it deserves. To even suggest that 
Malaysia will merge with Indonesia to 
suppress non-Malay Malaysians is 
seditious, disloyal and treasonable to 
say the least.” 


— wr 
WE WOUDN7 MIND 
IE THEY PLAYED 
IN WHISTLES / 






police protection. With music piracy 
robbing them of their royalties and long 
hair banned on TV for some time, heavy 
metal bands depend heavily on concerts 
where a group may earn about M$4,000 
a night. 


he bands are particularly upset at 

the government's and public's as- 
sociation of rock with decadence. "No 
local heavy metal band has been busted 
for drugs or sex x and the lyrics are basi- 

cally love songs," said Fernandez. 

"That's what sells. Certainly our singers 
| don't associate with the occult." Some 
rock groups even begin their con- 
certs with the national anthem, added 
D'Cruz. 

Pre-concert screening was already 
stringent. Organisers had to apply to 
five different government agencies be- 


fore a permit was issued, including sub- 


l eptember, former a | or 
i- | of many years, Tan Sri Tan Chee Khoon |. sibl 
| criticised Abdullah for “disturbing that 


i observed that “you don't have to li 
tto 2 allow it. 


rimanaman anmenn e ae attri ne Wie pati batts! ett ES tes PE S A Rd nh! fri eben ah eh i nt S SR RA HEN He el onde Ro AN RAIN iia e Na emere RR NANPA Von ctetur eiie ip S AN 4 htt hel HM ett re ba rn P m Ra Renney pny en tri 


ment and opposition — have privat 


to police for vetting against vulgari 


melodies which are played very loud 


-rhythmic and hypnotic vocals." 






















L “His tien is the kind of stater 
that makes everyone angry,” D 
Lim Keng Yaik, president. of. 
Chinese-led Gerakan, was quot 
saying in Ipoh. “His intention. 
climb the Umno ladder. But wl 
does not realise is that he is playin 
fire." —— M 

Yet Chinese MPs — both in go 


voiced the same views about Mala 
tical dominance many times. Lead 
the fledgeling political party Nasma 
cided at its inception that its lead 
would be retained in predominan 
Malay hands because of the “realities 
Malaysian politics." The same lin 
privately adopted by the decided 
more. established opposition - Social 
Democratic Party. 
It is more the public expression of Al 
dullah's views than their inherent coi 
tent which has stunned Malaysians. 


mitting the bands’ repertoire and lyri 


and violence. Promoters pay about 
M$1,500 for police Federal Reserve 
Unit presence per night. i 

As for the government 's definition , 
heavy metal — arrived at without refe 
ring to the musicians — that could d 
scribe any form of modern music..sa 
Ali Bakar, general manager of a lo 
promoter, Boxoffice. The governm: 
has put out a brief working definition o: 
heavy metal as "variations, augmei 
tions and improvisations on sim 



























and sometimes accompanied 
The description of the banned co 
certs was more detailed: “ . perfor 
ances [which] transport young peo 
especially adolescents, into à fanta 
world. The excessive volume of. 
music compels young people to -l 
their inhibitions and behave in ama 
contrary to tradition and Eastern 
ture. Immersed in this music, the 
come hysterical and indulge 1 
haviour which is indecent, uncu 
and with sexual overtones. E 
"All concerts draw crowd emo 

not just heavy metal," said Ali, w 
organised 300 concerts without vic 
erupting. "Even football matche 
political gatherings have the san 
fect. Why is this form of music. 
singled out?" | Br 
Interestingly, the musicians tl 
selves did not refer to any curtailme 
freedom of artistic expression. Th 
left to their fans, one of whom, in 
ing for youthful energies, fun a 
space for that phase before adulth 





— Suhaini Az 


FOREIGN | RELATIONS 


gan 


Unofficial ties that bind 


Chiang memorial meeting underlines Tokyo-Taipei links 


By Carl Goldstein in Tokyo 


he presence of 130 members of 

Japan's parliament among the more 
than 5,000 people attending a Tokyo 
memorial meeting to mark the centen- 
nial of Chiang Kai-shek's birth high- 
lighted the close ties between the ruling 
parties of Japan and Taiwan, despite the 
absence of diplomatic relations. 

The 4 September meeting, like four 
smaller affairs in Osaka, Fukuoka, 
Nagoya and Sapporo which are to fol- 
low in the period running up to Chiang's 
31 October birthday, was held to hon- 
our the memory of the leader whose 
policies towards Japan in the early post- 
war period are said by some to have con- 
tributed to the rapid recovery from war- 
time destruction. 

The high regard for Chiang — who 
died in 1975 — among leading Liberal 
Democratic Party (LDP) circles demon- 
strates the persistence of an anti-com- 
munist alliance first formed in the dec- 
ade following the end of World War II 
between the Kuomintang (KMT), 
newly driven from the mainland by the 
Chinese Communist Party, and the 
LDP, established in 1955 to marshall 
conservative forces against the Left in 
Japan. 

The Chiang memorial meeting also 
amounted to an implicit apology, long 
after the fact, for the abrupt manner in 
which a Japan in the throes of the 
“Nixon shokku” caused by the then US 
president's 1972 trip to Peking, broke 
relations with Taipei to recognise Pe- 
king in the same year. Although pro- 
KMT forces in the LDP opposed the 
move, they were unable to defeat the 
logic of Japan's need to align itself with 
new geopolitical realities. To many of 
Taiwan's supporters, however, the 
switch in official recognition amounted 
to forsaking principle in the face of 
expediency and foreign pressure. 

Prominent among LDP parliamenta- 
rians and powerbrokers who organised 
the Chiang memorial were former 
prime minister Nobusuke Kishi, 89, 
Hirokichi Nadao, 86, a former speaker 


of the lower house of parliament, and 


Shinji Sato, son of the late Eisaku Sato, 
who was prime minister from 1964- 
72, not long before the recognition 
switch. 

"The Japanese people should never 
forget the benevolence Chiang showed 
our nation," Kishi told the gathering. 
The following day, Sato told reporters 
that. Chiang's *virtue laid the founda- 
tion for today's prosperity in Ja- 
pan." 

Historians of the Right point to four 
policies promoted by Chiang that dem- 


16 


onstrate his "benevolence": he sup- 
ported the maintenance of the imperial 
system; arranged for the speedy repatri- 
ation of more than 2 million Japanese 
soldiers and civilians from the Chinese 
mainland in the face of severe shortages 
of transport; declined to demand war 
reparations despite more than a decade 
of brutal Japanese occupation of large 
parts of China and millions of deaths, 
and opposed the participation by the 
Soviet Union in the 
Japan. 

The political appeal of the pro-Tai- 
wan stance was not only reflected in the 
number of MPs in attendance. Several 
cabinet members attended dinner par- 
ties before and after the 
memorial, but refrained from 
appearing in public because 





Kishi makes a toast under Chiang's portrait. 


occupation of 


Taiwan Jé ipanes 
rians Asse ciati ion. The LDP’s total rep- 
resentation the parliament's powerful 
lower house is 304. These politicians, 
together with still-powerful party elders 
like Kishi who no longer hold office, are 
key allies in Taipeis efforts to over- 
come formidable political and bureau- 
cratic obstacles to influencing policy i 
Tokyo — or simply getting its view 
across. 

According to the model worked out 
by the two governments in the period 
following the rupture in official ties, 
Japan-Taiwan affairs were to be hand- 
led by two ostensibly private organisa- 
tions: the Interchange Association on 
the Japanese side and the Association 
for East Asian Relations on Taiwan’s 
side. A similar model was eventually 
followed by the US seven years later 
when it in turn switched diplomatic rec- 
ognition from one side of the Taiwan 
Strait to the other. 





There was a d orucian difference, how- | 


ever. The US Con- 
gress’ passage of the 
Taiwan Relations Act 
provided a firm legal 
base for the new re- 


case, there was no 
such domestic legis- 
lation. On the con- 
trarv, the signing of a 
friendship treaty be- 
tween Tokyo and Pe- 
king gave China a 
handy club to wave at 
the Japanese Gov- 
ernment whenever it 
did something inter- 
preted in Peking as 
an “unfriendly” act. 
Peking’s ready re- 
sort to protest 
through diplomatic 
channels came into 
full play over the 
Chiang memorial 
issue. The Chinese 





of warnings from the Foreign Ministry 
that their positions could create serious 
problems for the government. 


ne of these was Masayuki Fujio, who 
was dismissed from his post as edu- 
cation minister just days later for of- 
fending South Korea with his blunt re- 
marks about Japan’s colonial past and 
his stout opposition to what some are 
calling "grovelling diplomacy” 
(REVIEW, 18 Sept.). Indeed, Fujio had 
been a leading member of the memorial 
organising committee until July, when 
his entry into Prime Minister Yasuhiro 
Nakasone’s new cabinet made it impoli- 
tic to continue in a public pro-Taipei 
role. 
The 130 MPs at the meeting — only a 
handful were not in the ruling party — 
are among 230 LDP members in the cur- 


E made six separate ap- 
proaches to persuade Tokyo to force its 
cancellation. Only two days before the 
Tokyo meeting opened, Ambassador to 
Tokyo Zhang Shu visited Foreign Minis- 
ter Tadashi Kuranari to voice a final 
protest. 

The day after the meeting, China's 
official Xinhua newsagency, which sent 
two correspondents to cover the event, 
said 1t was “tantamount to support for 
the creation of two Chinas." Although 
the government reiterated its position 
that the whole business was a private af- 
fair over which it had no influence, the 
ruffled diplomatic feathers served to 
strengthen Tokyo's inclination to avoid 
rocking the boat in its crucial relation- 
ship with Peking. 

Resulting in part from this type of 
pressure, the Interchange Association 
has little political or bureffucratic 
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“100% foreign ownership. 
Unlimited transfer of profit and capital. 
No corporate taxes 

. for a minimum of 15 years.’ 
No personal income taxes. 
No import/export taxes. 
No sponsorship restrictions. 
Its just the base we're looking for 
to set up our new business!” 


* 


* 


YOUR NEW BASE FOR MIDDLE EAST MARKETS 


Is a trading/industrial base with direct access to of benefits including new trading freedoms, cheap 
Middle East markets a futuristic dream? . energy sources, international telecommunications 
Not any more. systems, a modern infrastructure and the largest 
Dubai’s Jebel Ali Free Zone has made it easy for your man-made port in the world right on our doorstep. 
company to set up operations in the region. And only Jebel Ali Free Zone — there's no place on earth that 


at Jebel Ali Free Zone will you have the benefit of offers you more. Send for our informative brochure 
retaining 100% ownership. Many international today. 


corporations have already taken advantage of a galaxy 


Jebel Ali Free 
Zone Authority 


For further information contact: 

Director of Marketing , 

P.O. Box 3258, Dubai, United Arab Emirates 
Tel: Jebel Ali 56578 Telex: 47398 PAJA EM 
Cable: PAJADUB UAE 
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— | Mongolian affairs division. of the 
= | Foreign Ministry. The division head fo- 

- euses primarily on building strong rela- 
| tions with China. In order to avoid of- 
| fending Peking's sensibilities, he will try 
| to enforce strictly the rules governing 
contacts with Taiwan, which involve 
avoiding any appearance. of state-to- 
state contacts. 

As a result, Taipei relies on its ties 
with the LDP to get its views across. 
| "The Interchange Association is the last 
| place we go when there's some kind of 
| problem to solve,” an official at the As- 
| sociation for East Asian Relations in 
^. . Tokyo said. He said the parliamenta- 
| rians' group acts as an effective pressure 
| group for reaching government bureau- 
| crats. 


" M: Chi-chuang, Taipei's current 
LI chief representative in Tokyo, meets 
| frequently with Shin Kanemaru, the 
| vice-prime minister who is a longtime 


95. 
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Taiwan-supporter, as well as “about 
— half of the current cabinet members,” 

the same official said. In deference to 
— diplomatic niceties, the meetings take 

J. place outside of government offices. 
Ma's predecessor, Ma Shoo-lay, re- 
.| turned to Taipei last year after 13 years 
| in Tokyo to take up the post of KMT 

- secretary-general. Japanese sources 

. said the friendships built up during his 

.| long tenure in Tokyo have helped the 

= KMT establish more direct ties with 
| their Japanese counterparts. 

ie Nakasone himself remains one step 

. removed from the communication pro- 

cess, though informal contacts can still 

A be arranged at times. Japanese sources 

vt said he met Taiwan President Chiang 

. Ching- kuo’s son, Chiang Hsiao-wu, last 

year in a pre-arranged "casual" en- 

- counter at a Tokyo golf club. As a young 
man, the prime minister served four 

years in Taiwan in the navy before the 

.| end of the war. A Japanese analyst in 

= Taipei said he remains in "close per- 
| sonal touch" with Taiwanese friends 
| from his military days. 

E It is perhaps inevitable that personal 
| ties become the vehicle for circumvent- 
| ing bureaucratic obstacles between two 
| countries that share many elements of a 
| common cultural heritage, as well as 

— strong historical ties based on Japan's 
_ 30-year colonial rule in Taiwan. At the 

: same time, the range of issues that in- 

.| evitably arise in a major relationship be- 

tween two countries can scarcely be set- 
id tled — or even suitably talked about — 
| ata low bureaucratic level. 

And by any measure, the Taiwan- 
| Japan relationship is a major one. Trade 

: | E between the two amounted to US$9 bil- 
| lion last year, and Japanese firms have 
| direct investments in Taiwan worth 

more than US$1 billion. Also, almost 1 
| million visitors passed between the two 

countries in 1985. 
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|TAWAN — DU 
|| tion of two officials who: DaS upar in- ae 
- formal Taiwan desk in the China and 


By Paul Mooney in Taipei 

aiwan's opposition movement has 

taken to the streets, holding a series 
of islandwide rallies to. protest against 
the recent sentencing of opposition 
Taipei city councilman Lin Cheng- 
chieh. Since June, four other opposition 
leaders have been jailed for libel, and 
Yen Chin-fu, another Taipei city coun- 
cilman, was sentenced in August to nine 
months in prison for violating election- 
campaign laws. 

Lin received an 18-month jail sen- 
tence and was deprived of his civil rights 
for three years after being convicted of 
libelling a former city councilman prior 
to last year’s election campaign. 

The controversial court decision has 
led to a debate among scholars here 
over whether elected officials like Lin 


Lin: rallying the opposition. 





are immune from prosecution for state- 
ments made in the council. Those sup- 
porting Lin say the court’s decision will 
intimidate other elected officials. 
Eleven prominent scholars from 
Taiwan National University held a 
*going-away" dinner for Lin on 9 Sep- 
tember, openly expressing their con- 
cern over the verdict. 

The 3 September sentencing of Lin, 
who formerly published the opposition 
magazine Progress Monthly, may have 
been the straw that broke the back of 
the divided opposition's patience. The 
demonstrations began on the day of 
Lin's sentencing, when Lin managed to 
evade security officials and dashed to 
the square facing the presidential office, 
where he smashed a clock in front of 
startled military police. The word for 


clock in Chinese also means the end. 
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* Opposition’ in the streets 


Anti-government demonstrations spread. across the island 


This was followed by 11 days of afi- 
lies in Taipei and five other major cities 
around the island, attracting thousands 
of people. Most significant was the 
evening of 9 September when Lin, 
carrying roses and riding on the shoul- 
ders of his supporters, broke through 
two police barricades to lead more than 
1,000 followers down Taipei’s main 
streets to the steps of the city council. 
This was the first time in recent memory 


any opposition group has ever led a suc- 


cessful street march in Taipei. 

The large crowds attending these ral- 
lies and the ability of the opposition to 
organise marches has bolstered the con- 
fidence of opposition leaders. Analysts 
said the recent string of arrests of lead- 
ing opposition figures has also helped to 
drive the fragmented opposition closer 
together. *Many of the people have 
come to our rallies who would not have 
come a week ago,” Lin said, adding: “In 
the past week, we have changed a lot. 
It's like a baptism." 

For the time being fence-mending 
talks between the ruling Kuomintang 
and the opposition, begun in May, are 
on hold. The opposition, citing the re- 
cent arrests, doubts the sincerity of the 
government and says no meetings can 
be held until the government stops ar- 
resting people. Government officials 
argue that the decisions are made inde- 
pendently by the courts and that the 
government cannot influence them. 

On 13 September, the pro-govern- 
ment China Times, quoting members of 
a 12-man committee studying the lifting 
of martial law, announced in a front- 
page article that martial law could be 
abolished by the end of the year if no 
major disturbances occurred in the next 
few months. One opposition journalist 
scoffed at the report, saying the govern- 
ment is treating the opposition like 
babies, offering it candy to be good. 

The demonstrations are not expect- 
ed to stop with the jailing of Lin this 
week. Taipei city councilman Y en, still 
free pending an appeal, and Chou Po- 
lun, summoned fo court recently on 
similar charges, are both expected to 
pick up where Lin left off. 

Despite several skirmishes with 
police, the government has made only 
token efforts so far to block the street 
rallies, which authorities say are illegal 
under martial law. A call by security of- 
ficials for stricter measures in dealing 
with street demonstrations has report- 
edly been overruled, but the govern- 
ment's patience could run out if the op- 
position rallies continue to grow in size 
and number. 
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When Tom Sheppard isn't actu- 
ally exploring deserts, heslooking for 
reasons to return to them. "I just love 
being there," he says. "Its like being 
the first man on earth." 

Since 1967 hes found seven good 
reasons for desert exploration. Each 
became a major expedition. And each 
presented its peculiar dangers. 


Tom, however, dislikes the “dare- 
devil" label with its overtones of 
recklessness. 
“The desert 
is unfor- 
giving, 
he agrees. "But you get 
through it by planning an 
being careful, not by being heroic." 

Even so, his latest venture evol- 
ved almost on its own. "Interest 
taken in my 79 expedition and con- 
tacts within the 
Royal Geographical 
Society drew me to 
a reconnaissance of 
the Ahnet massif. 

I decided to go and 
have a look around.” 
“Having a look 
around meantan / 
off-tracks jour- . 
ney of nearly 500 milesin mini- 4 
mally mapped desert. 

But dust-laden winds f 
gave poor visibility, often 
making it impossible to 2N 
identify his position from 
landmarks shown on satel- 
lite pictures of the area. 

Faulty navigational 





TOM MAKING A SUN COMPASS 
HEADING CHECK. 
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B M / ROLEX smallest detail. 





In the desert Tom Sheppard 


-can be sure of two things: the sun 


, and his Rolex. 


equipment made his sun compass the 
main directional reference. As ever, 
Tom had taken his Rolex Oyster- 
quartz. “It has 
worked unfailingly 
in the past. Used 
with the sun com- | 
pass, dead reckon- 
ing is the ultimate 
navigation fall- 
back.” Its impreg- 
nable Oyster case proved equally 
T reliable in one of the worst 
< sand storms Tom has ever ex- 
| perienced. 


; "I find it easy to identify 
| with the engineering superla- 
j| tives of Rolex,” he says. Tom is 
not the kind of man to overlook 
the smallest detail in his plan- 


ning. And, in the desert, his 


watch is far from being the 





TIOUEIINE ROCKSCAPE 
ON ROUTE FROM AHNET. 
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A better quality of life must surely 
also embrace the bette car. Better 
in the sense that it off 
pleasure, more safety 
‘More quality. — 
And when we state that our per- 
- ception of quality knows no bounds, 
we mean it quite literally. 
.. Because for BMW no expense is too 
great and no road is too long in our 
ceaseless efforts to improve the 
quality of our cars beyond today's 
accepted norms. And there's one 
- particulary long road that we often 
travel several times a day via satellite 
and the very latest electronic aids, all 
with the single aim of achieving 
absolute precision in the engineering 
of our rear axle drives. 


A BMW quality guarantee: the 
world's most advanced specialist 
-computer works directly for BMW by 
satellite. 


The computer, whose qualifications 
in gear technology are second to 
none, is based in Rochester in the 
USA. But, through the relay station in 
the sky, its all-embracing capabilities 
are on minute by minute standby for 
BMW's computer terminal in Germany. 
And that's an absolute must: because 
a crown wheel and its matching bevel 
gears only ever achieve a perfect 
mesh in theory. In practice a number 
of factors can affect perfect synchron- 
isation ~ small factors maybe, but 
ones with far-reaching consequences. 
As aresult, the machine tools need 
new setting and positioning data fed 
to them at frequent intervals. 

The satellite link can tell us in a few 









j nd, above all, 





minutes the precise profile corrections 
needed for a particular set of gears, 
so that its surface configuration (rather 
like a gear fingerprint) matches our 
quality criteria exactly. Simultaneously, 
our data processing centre informs 


our quality controllers when the next 


input for the Rochester computer is 
due. The actual unit which stores the 
latest Rochester data is called a three- 
dimensional measuring machine. It 
compares the tooth profile of a gear 
in running production with the 
computer's master blueprint at 45 
different check-points along the line. 
The results are displayed for our 
engineers as a clear, two-coloured 
graphic, so that they can recognise 
at a glance when the machine tools 
need to be fed new data. 


To build cars of exceptional quality, 
one must broaden one's technological 
horizons. We know faster than anyone 
else exactly what it takes to make the 
very good even better. 


This sophisticated and unique process 
is only one of many examples which 
together make BMW's quality control 





standards truly remarkable even when 


compared with that small, exclusive 
circle of other genuine, top-class 
alternatives. 

It’s also just one more illustration of 
how BMW's multi-million investment 
over a few years has paid dividends 
in terms of a quality product that is 
setting new standards for the rest of 
the industry. That in turn is why a 
BMW will always represent an invest- 


ment that repays you with something - 


that's much more valuable than the 





initial cost. Andthat-aswesaid — . 
earlier — is a great deal more quality Uus 
of life. : 
Get behind the wheel of one ofthe — 
world's real quality cars. Drive away 
the BMW of your choice. | 


BMW cars. 
The BMW range of fine automobiles: 








the ultimate in performance, comfort and E : 


safety. 
BMW AG, Munich 





Brunet: Performance Company Sdn Bhd, Bandar Seri 
Begawan, Tel: (02) 27606/7 


Hong Kong: BMW Concessionaires (H.K.) Ltd, 
Tel: (033 7145271 


indonesia: PT. Tiahja Sakti Motor Corp., Jakarta, 
Tel: (021) 496002 


Korea: Kolon international Corp., Seoul, Tel: (02) 7764260 


Malaysia: BMW Concessionaires (M) Sdn Bhd, Kuala 
Lumpur, Tel: (03) 2418555 


Philippines: Hahn Manila, Manila, Tet: (02) 7412808 
Singapore: Performance Motors Ltd, Tel: 4698800 
Taiwan: Pan German Motors Ltd, Taipei, Tel: (02) 7168370 


Thailand: Continental Auto Centre Co Ltd, Bangkok, 
Tei: (02) 235 6380 
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COMPAQ’ Portable COMPAQ PLUS' COMPAQ DESKPRO^ 
The world's first full-function portable The world's best-selling high-capacity Offers more performance than any 
personal computer portable PC other basic desktop in its class 
The best-selling portable in the world Voted Favorite Product in its category Highest rated in its category by 
by readers of PC World Software Digest 


©1986 COMPAQ Computer Corporation. All rights reserved. 
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COMPAQ PORTABLE 286' COMPAQ DESKPRO 286° COMPAO PORTABLE II™ 
The most powerful portable on the market Unsurpassed speed, storage, memory Best-selling 80286 portable in the world 
Received the "Top Transportable of 1985” Awarded Software Digest's highest 30%. smaller, 17% lighter, 400% faster 
World Class PC Award from PC World overall performance score for 1986 than original COMPAQ Portable 


Each and every personal computer 
COMPAO makes is tops in its class. 
Not bad considering COMPAQ 
makes the broadest line of business 
PC's in the industry. And quite as- 
tonishing when you consider that our 
latest, the COMPAO PORTABLE II, 
became the worldwide best-seller 
in its category in a record four 
months. But then, that's typical of 
COMPAQ. 

Whatever your need, we make the 
very best PC to meet it. With qual- 
ity, speed, power, expandability, 
ruggedness, and compatibility that 
have become legendary. With inno- 
vations like internal tape back-up 
and monitors that display high- 
resolution text and graphics. 

In short, COMPAQ offers you ev- 
erything but compromises. That's 
why our products consistently earn 
the highest ratings from industry ex- 
perts and users alike. Which in turn 
is why we reached the Fortune 500 
faster than any other company in 
history. 


Call for the name of the dealer nearest you 

In Malaysia call Microcomputer Centre, 60-3-7188332. 
In Hong Kong call Microware USA Limited, 
852-5-216577. In the Philippines call Datronics, 
63-2-866133. In Thailand call Olympia Thai Ltd., 

66-2340770-8. In Singapore call Microcomputer 
Centre, 65-2255855. In Indonesia call PT Elang 
Mahkota Komputer, 62-21-361343. 


: LOMPAR 


It simply works better. 








Celebrate The Difference 





Let your imagination 
take flight. 


Imagine the scene. You're high above 
Singapore. The view is spectacular. 
You're enjoyinga standard of service 
that you'd be hard pushed to find 
anywhere else in the Far East. 

Below you there are ten world class 
restaurants, bars and night clubs to 





entice you. qc 
Andimagine your delight when you cx IT -t T = 
discover that this is one flight of oS ee 
fantasy that won't cost you the earth. 





This is what it is like to stay in the 
new Pan Pacific Hotel. To be more 
precise, in one of our Panoramic 
rooms. 

The Pan Pacific. Opens 21st Novem- | 
ber. Simply the most imaginative 
place you can stay in Singapore. 





PAN PACIFIC‘ SINGAPORE 


Ask your travel agent about our Early Bird 

package that entitles youto reduced room 

rates if you book between Ist September 
and 30th November 1986. 


Pan Pacific Singapore, Marina Square, 6 Raffles Boulevard 401-300, Singapore 0103. Tel: 336-8111 Tlx: RS38821 
PPSH. For reservations, contact: AUSTRALIA, Sydney Tel: (02) 264-1122 Tlx:71979 PPHSYD AA HONG KONG 
Tel: (5) 891-5720 Tlx: 72308 GMMC HX INDONESIA, Jakarta Tel: (21) 32-3707 Ext 1912 Tlx: 44514 HTLSARIIA 
JAPAN, Fukuoka Tel: (092) 771-6655 Tlx: 723295 THCFUK J Osaka Tel: (06) 227-1347 Tlx: J 25467 PHGTOKYO 
Tokyo Tel: (03) 214-3001 Tlx: J 25467 PHGTOKYO MALAYSIA, Kuala Lumpur Tel: 291-3757/291-3782 
Tlx: MA 33722 PANKOR UNITED KINGDOM, London Tel: (01) 491.3812 Tlx: 295860 TKKLON G UNITED 
STATES OF AMERICA, Los Angeles Tel: (800) 538-4040 (Groups) (890)663-1515 (FITs) Tlx: 312699 PPH LSA 
CONCORDIAWORLDWIDEHOTELRESERVATIONS: Frankfurt Tel: (069) 74-0466 London Tel: (01) 730-3467 
New York Tel: (516) 889-0541 Paris Tel: (01) 293-4619. 39 PAN PACIFIC HOTELS An Ocean Of Hospitality 






















































The Review 
celebrates 
40 years in Asia 


In October 1946 a publication 
dedicated to balanced and objec- 
tive coverage of Asian affairs was 
born. It was called the Far Eastern 
Economic Review. 


To celebrate 40 years in pub- 
lishing the Review will publish an 
Anniversary Focus on 23 Oc- 
tober. 


Far from being a simple history 
of the Review, the Focus will 
chart the phenomenal re-structur- 
ing, growth and political & econo- 
mic transformation of post-war 
years. 


Three editors who have served 
the Review will contribute ac- 
counts of their editorship and 
Review journalists, past and pre- 
sent will recount some of their 
finest stories. 


And what of the next 40 years? 
Can Asia sustain its economic 
roller coaster into the 21st cen- 
tury? Will the Region assume a 
political seat alongside the world's 
powerful industrialised nations. 


Recognised as the world's most 
highly regarded publication on 
Asian affairs, the Review is in a 
unique position to conduct such 
an assessment. 


To anyone with an affinity 
to this Region, FOCUS ON THE 
REVIEW: 40 YEARS IN ASIA 
will undoubtedly be of immediate 
interest and represent an extra- 
ordinary advertising opportunity. 
For further details please contact 
Elaine Goodwin, General Sales 
Manager on telephone 5-734301/ 
telex 62497 or any Review sales 
office worldwide. 


Cover date: 23 October, 1986 
Booking Deadline: 25 September, 1986 
Material Deadline: 2 October, 1986 








Other Focus Opportunities 


Middle East — 13 November, 1986. 
Industrial Japan — 
18 December, 1986. 
Singapore — 8 January, 1987. 
Telecommunications & 
Office Automation — 
19 February, 1987. 
China — 19 March, 1987. 
Banking — 7 May, 1987. 
Japan — 11 June, 1987. 











Beijing & 
Shanghai 


Hong Kong 


Taipei 
When business takes you to Bangkok 
America, it may not always be | 
to New York, Los Angeles or Manila 


San Francisco. 

That's why it's nice to know 
there's an airline whose wings can 
carry you to all of America. 

United Airlines can fly you 
nonstop to New York, Los Angeles, 
San Francisco, Seattle, Portland 
or Honolulu. And then on to any 
of more than 150 cities in all 50 
United States, including the largest 
city in every state and more top 
business centers. 

Everything goes more smoothly 
with one airline handling the 
scheduling and baggage for your 
entire trip. And as you cross the 
Pacific there's United's exceptional 
Royal Pacific Service to enjoy. 


Singapore 
Auckland 


Sydney 








So the. next time you travel to 
America Aet to the East 
Coast, WestCoast, or somewhere 
in between — choose the airline 
that makes it all convenient. 


Call United or your travel agent. 


You're not just flying, 
you're flying the friendly skies. 


Melbourne 


New York 









Seattle 

Portland 

San Francisco / 

Los Angeles | 


Honolulu 


YOUR WINGS 
ACROSS 
IHE PACIFIC. 
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Market 


connections. 


Money and financial markets, 








domestic and international mar- 
kets. They're all interconnected. 

Ecu bonds with currency 
and interest rate swaps, foreign 
exchange and interest rate op- 
tions - these complex products 
can outperform traditional ones. 

New York, London, Paris, 
Singapore, Hong Kong, Tokyo... 
Banque Indosuez specialists are 
in constant contact with each 
other and evolving market con- 
nections. 


Banque Indosuez, present in 







65 countries, opens up a whole 


RN ON 


world of opportunities. 





BANQUE INDOSUEZ à 
Head office : 96 boulevard Haussmann, 75008 Paris d zm 
SINGAPORE: forward dollars. 


4 
" 
¥ 










PARIS : yen bonds. 






BANQUE INDOSUEZ. 
A WHOLE WORLD OF OPPORTUNITIES. 


GUAM 


A mouse that roared 


AUS federal grand jury indicts the governor of Guam 


By Karl Cates and Bart Stinson in Agana 


ust hours after Guam Governor 

Ricardo J. Bordallo appeared before 
a US federal grand jury in Agana on 3 
September to answer questions about 
alleged corruption in his administra- 
tion, he reacted to his anticipated indict- 
ment by declaring that the grand jury's 
investigation “reeked of colonialism 
and even racism.” 

“I’ve gone through this scenario be- 
fore, especially . . . when the Japanese 
occupied Guam," said the governor, 
who departed from his grand-jury audi- 
ence by bowing Japanese-style to the 22 
jurors — most of whom, like Bordallo, 
are indigenous Chamorro inhabitants of 
the US island territory. 

US grand juries are judicial inves- 
tigative bodies formed to determine if 
federal laws have been broken and 
whether there is sufficient evidence to 
indict individuals for federal offences. 

Bordallo was indicted by the grand 
jury the same day he appeared before it 
on 11 counts of eight federal crimes, 
charging him with peddling his govern- 
ment influence to businessmen in order 
to raise funds for his re-election cam- 
paign chest. The incumbent faces a 
tough general election challenge on 4 
November against long-time Republi- 
can territorial legislator Joseph Ada 
and, to date, Bordallo has spent more 
on a single campaign than any other 
candidate in the 16-year history of 
locally elected governors. 

Charges against him include bribery, 
extortion and conspiracy to obstruct 
justice. The text of his 36-page indict- 
ment includes the partial transcript of a 
secretly recorded conversation in which 
FBI agents charge that Bordallo dis- 
cussed how to cover up a US$60,000 
bribe he allegedly accepted from Japan- 
ese business interests in exchange for 
their right to build a scrap-metal export- 
ing facility on government property at 
Apra Harbour. Also named in the in- 
dictment was Bordallo's deputy chief of 
staff Rose Ramsey. who has since re- 
signed. 

Bordallo was arraigned in US Dis- 
trict Court on 12 September and 
pleaded not guilty to all charges. A trial 
date has yet to be set. 

On 10 September the US filed a mo- 
tion for a speedy trial, within 30 days of 
the motion. The prosecution cited death 
threat made by unknown persons 
againgithe US attorney, the US District 
> angan FBI agent involved 
asthe reason for the motion. 

| aid he had no knowl- 
eged death threats. 
»inge refused to answer 
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questions before the grand jury, a 
privilege guaranteed him under US law. 
He declared from the outset that the 
grand jury's work and his indictment 
were politically and racially motivated. 
Bordallo was. formally charged just 
three days before the territory's primary 
election on 6 September. 

“Why just three days before an elec- 
tion?" he said. “That is the issue.” He 
later went on to say: *You don't do it to 
a state governor because he's too pow- 
erful, he has political clout, he maybe 
even has dignity, because how many 
minorities are governor in the United 
States? But the governor of Guam is 





just a minority — kick him around, do 
whatever you want." 

He said because of US political and 
military concerns in the region, “the 
United States cannot afford a local 
leader on Guam who questions the 
mother country and dares argue with 
her authority." 


uam, which is home to extensive 
US naval facilities and a Strategic 
Air Command base, has been mention- 
ed by the Pentagon as one cog in a "de- 
fensive arc fallback” that would also in- 
clude Palau and the Commonwealth of 
the Northern Marianas should the US 
ever lose Clark Air Base and the Subic 
Bay naval facilities in the Philippines. 
Bordallo was not the only Guam res- 
ident complaining. On primary elec- 


tion eve, a seven-member, bipartisan 
election commission passed a resolution 
condemning the indictments, saying: 
"We cannot get away from the fact that 
the timing is an intrusion on the political 
process . . . For the sake of democracy 
and decency, the parties responsible 
certainly will have to answer for it." 
The governor's reaction was not out 
of character. Bordallo has for years 
championed a local drive to upgrade 
Guam's political status and gain the 541- 


km? island and its some 120,000 inhabit- | — 


ants greater respect in Washington. 
Residents are not permitted to vote in 
US presidential elections and may only 
send a non-voting delegate to the US 
Congress. 

Bordallo recently testified before a 
US House of Representatives subcom- 
mittee to ask that the congress make 
Guam a commonwealth, allowing 
broader home rule, more say in Wash- 
ington on local issues and greater com- 
pensation for the US military's use of 
land — a third of the island. Bordallo 


has said commonwealth status might 


serve as an interim condition to state- 
hood. “Give us liberty, or set us free,” 
the governor told congressmen, who 
gave him a cool reception. 

On the day of his indictment, shades 
of that demand resurfaced when the 
governor told grand jurors: “The peo- 
ple of Guam have a unique and fragile 
relationship with our current colonisers 
in the United States. That relationship 
could be permanently altered by your 
actions.” 

The next day he said some of his sup- 
porters had begun to “think that we 
ought to start organising another kind of 

overnment.” Bordallo later backed off 

rom that suggestion. “I don’t advo- 
cate independence, an independent na- 
tion. . . I want to be just a part of the 
family with equal rights. " 

In the short run, the governor's dif- 
ficulties seem only to have boosted his 
political punch. Bordallo crushed his 
Democratic challenger, legislative 
speaker Carl Gutierrez, in a 2-1 land- 
slide victory and attracted more votes 
than Republican winner Ada in the pri- 
mary election. 

The stage is set, however, for what 
may be a dramatic showdown between 
the federal government and the govern- 
ment of Guam. Bordallo's cabinet in- 
cludes a number of “States-siders” 
schooled in big-government strategy. 

Bordallo also has retained attorney 
David Lujan, one of the island's most 
successful criminal lawyers, to orches- 
trate his defence in proceedings that will 
pit the governor eyeball-to-eyeball with 
the US Justice Department. 

The governor insists that he has done 
no wrong by local standards and 
suggested that his trial before 12 local 
jurors may be a forum for challenging 
interpretation of US law in the territory. 
“What I did,” he said, “was perfectly 
legitimate on behalf of my people." D 
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. By Daniel Sneider in Tokyo 
PA a year-and-a-half of cautious 
. FA deliberation, the Japanese Govern- 
. ment delivered a major statement of po- 
litical support for President Reagan's 
= administration — an announcement of 
« participation in the US “Star Wars” re- 
. search programme. 
l The declaration on 9 September by 
| Chief Cabinet Secretary Masaharu 
- |. Gotoda came as no surprise. Despite 
| serious resistance to the # 
| Strategic Defence Initia- 
|. tive (SDI) programme, 
. particularly from Japan's 
| opposition parties, there 
| was little doubt which way 
Tokyo would ultimately 
= go. Saying no, it is widely 
believed, would have put 
la | intolerable strain on al- 
| ready troubled US-Japan 
. relations. 
= The Japanese Govern- 
ments go-ahead, how- 
| ever, does not automati- 
| cally mean that Japanese 
| high technology will flow 
into the SDI programme. Although 
| the Pentagon has expressed great 
| ha pes for the potential benefit from Ja- 
| panese work, particularly in the micro- 
| electronics field, the Japanese Govern- 
| ment is sounding a more restrained 
} note. ; 
| | “We think that strategically, politi- 
| cally, technologically, SDI is a sound 
| programme,” a Foreign Ministry offi- 
| cial commented. “But whether there 
— will be actual participation will be de- 
. cided by individual corporations.” 
| In the end, Tokyo's move may 
| amount, as one government official put 
it, to “a political gesture with some real- 
| ity." The decision, a US official here 
agrees, demonstrates "Japan's identifi- 
| cation with the West." He added: "The 
| political side of the declaration has 
| value of its own, whether or not a single 
| Japanese firm participates." 
| Japanese corporations which partici- 
| pated in the government's months-long 
| study of SDI have shown both an in- 
| terest and a concern aboüt joining SDI 
| projects. A Foreign Ministry official 
| explained their divided feelings: 
| “There is an enthusiasm on the part 
| ofengineers and technicians who natur- 
| ally perceive participation in SDI as a 
| great technological challenge. How- 
. ever, management has mixed feelings. 
| They are not yet sure if it would make 
| sense commercially to divert 50 or 100 
researchers from the research projects 
they would be doing for other purposes 
.| if they are not sure what is the extent 


t 
| 
1 
| 


| 
| 


By 
i 


«M 1 


| Yes to Star Wars — 


| Japan decides to support Reagan's SDI programme 














of application of the SDI research." 
The prime concern is that Pentagon 
security arrangements will block com- 
panies from taking advantage of the 
commercial applications of their SDI 
work. As Gotoda put it: "If our partici- 
pation in this research programme en- 
ables us to utilise its fruits in an appro- 
priate manner, it may have substantial 
effects on the progress of related tech- 
nologies in our country." 
The government, in 
close collaboration with 
interested firms (21 sent 
representatives to an SDI 
study to the US) will now 
be negotiating an agree- 
ment on SDI participation 


Gotoda: 


with the US. Similar agreements have 
been reached with Britain, West Ger- 
many and Israel. Washington's talks with 
Bonn almost broke down over the same 
issue of the Pentagon's right to classify 
and restrict the use of SDI research. 
According to a West German publica- 
tion, Bonn finally gave in. 

Japanese officials are strongly hint- 
ing that they will try to get a better deal. 
An official of the Ministry of Interna- 
tional Trade and Industry (Miti) told 
the REVIEW: “Of course, it [the West 
German agreement] is not satisfactory 


— the conditions are very severe. It is 






Foreign Ministry: carefully phrased response. 
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up to the US side, whether the US really 
wants to have cooperation. If so, it will 
make conditions more acceptable to Ja- 
panese companies.” 

Japanese insistence on this stance 
could signal prolonged negotiations. US 
officials here say they hope a deal can be 
reached by the end of the year. . 

They caution, however, that there is 
"not too much flexibility on our side." It 
would be difficult, they point out, to 
reach a different formula than that 
reached with the West Germans. More- 
over the Pentagon has a firm standing 
policy about use of contracted research 
work; “if we buy it, it’s ours,” as one US 
official put it. Still, the official stressed 
that at this point it is “not determined 
that the US will prevent the use of tech- 
nology for commercial purposes — it’s 
possible it would never happen.” 

Both US and Japanese officials here 
are low-key in their projections of how 
much the Japanese involvement will ul- 
timately amount to. Miti sources predict 
that some firms will be willing to partici- 

sosrotv pate simply because it will “im- 
prove their corporate image in 
the US." Japanese firms are 
most likely to take the role of 
subcontractors to US companies 
who have SDI contracts with the 
Pentagon, they say. That role 
limits their direct interaction 
with the Pentagon. | 


O° their part, numerous Ja- 
panese firms such as elec- 
tronics giants like Hitachi, 
Toshiba Corp., and newly 
privatised Nippon Telegraph 
and Telephone have already ex- 
pressed an interest. Those firms 
returned from their tour of SDI 
facilities, impressed with the 
high level of frontier research 
being carried out under the aegis 
of SDI. Even a small role, they 
believe, will give them access 
to what the Americans are do- 
ing. As one US official put it 
with a smile. “[the Japanese] are 
masters at assembling informa- 
tion.” 

The government of Prime 
Minister Yasuhiro Nakasone 
will have to defend its decision in 
parliament. The opposition par- 
ties, led by the socialists, have 
predictably called on the government to 
reverse its decision. They are expected 
to argue that the SDI role violates the 
war-renouncing provisions of the con- 
stitution, including the bar against par- 
ticipation in collective defence pacts, 
and violates a 1969 parliamentary resol- 
ution pledging Japan to the “pgaceftt 
use of outer space.” 

The Foreign Ministry ha 
good deal of time over Tae 
to formulating the respons di 
jections. These are TMJ ze. 
careful phrasi f a o s. 
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"The United ‘States has consistently 
explained to us: that the SDI is a re- 
search programme designed to provide 
technical knowledge for the future US 
decision on the: development and de- 
ployment of the'strategic defence sys- 
tems and that the basic thrust of the pro- 
gramme is to’ conduct research on 
sophisticated non-nuclear defensive 
systems in parallel with the efforts in 
arms control and disarmament talks. 
and, ultimately, to'eliminate all nuclear 
weapons.” 

The repeated characterisation of 
SDI as a “research programme" avoids 
presenting it as a weapons system that 
will be deployed, in part, in outer 
space. Nakasone has previously stated 
his understanding that SDI would be 
carried out in conformity with the 
US-Soviet Anti-Ballistic Missile Treaty 
— a point repeated by Gotoda. A 
Foreign Ministry official stressed that 
Japan has not agreed to any “action 
beyond the research stage.” He said the 
US has assured the Japanese that any 
decision actually to deploy SDI systems 
will be preceded by “consultation with 
allies and negotiations with the Soviet 
Union. 

"The: government will also offer a 

somewhat convoluted explanation on 

why their SDI role does not violate the 
parliamentary resolution. The resolu- 

tion, "refers to Japan's own activity . . 

and does not cover a project initiated by 

somebody [else],” a Foreign wine 
official said. 

The constant reference to SDI as a 
“non-nuclear” programme is also well 
calculated for the domestic audience. 
Japan's long-standing "three non-nu- 
clear principles," pledging not to pos- 
sess, produce or introduce into Japan 
any nuclear weapons, are at issue. The 

opposition parties have charged that the 
use of nuclear explosions in the opera- 
tion of certain SDI experimental sys- 
tems, such as the X-ray laser, would 
make a Japanese SDI role in violation of 
the anti-nuclear policy. 

The Foreign Ministry dodges this 
issue by citing the US assurance that the 
whole system is non-nuclear. With a 
lawyer's reasoning, similar to one used 
in the handling of the outer space resol- 
ution, the ministry also argues that the 
non-nuclear policy only applies within 
Japanese territory. "Somebody vu 
nuclear programme is quite separate,” 
Foreign Ministry official argued. 

These issues are sure to get a lengthy 
airing in parliament. However, the rul- 
ing Liberal Democratic Party's over- 
whelming majority following the sum- 
er ggneral election should make the 
stormf easier to weather. Meanwhile, 

an point to Japan's SDI de- 
usshmise to Washington he 
" on. Even with this prom- 
j''"9concrete results may 
in the end. D 
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IF 1 6: wins sales dogfight | 


Indonesia opts for US aircraft over Mirage 2000 . 


By Nayan Chanda in Washington 


| an air show in Jakarta during June 
the French-built Mirage 2000, flown 
by France's top test pilot, dazzled the 
audience with its performance, but in 
the dogfight for sales that ensued the US 
F16 scored a direct hit on the French op- 
position. By playing the French off 
against General Dynamics, the manu- 
facturers of the F16, Indonesia man- 
aged to obtain an improved deal from 
the US firm that not only offered bet- 
ter financing but also promised to help 
the country's fledgeling aviation indus- 
try. 

Indonesia’s armed forces chief Gen. 
Benny Murdani had made clear that he 
was in favour of the F16. He argued, 
among other things, that it would make 
possible a joint-mainte- 
nance programme with 
two other Asean 
partners — Thailand and 
Singapore which 
had plans to acquire 
the same aircraft. But 
other officials, especial- 
ly Research and Tech- 
nology Minister B. J. 
Habibie, were believed 
to be interested in the 
Mirage as its makers of- 
fered to transfer techno- 
logy and a counter-pur- 
chase deal covering most 
of the cost. 

Dassault-Breguet is 
reported to have offered 
a package under which 
Indonesia would manu- 
facture 25% of the air- 
craft components as well 
as the counter-purchase 
deal under which it 
would buy Indonesian 
non-oil and gas com- 
modities worth 80% of 
the cost of the aircraft. 
In July General Dynam- 
ics also proposed offset deals and after 
nearly two months of bargaining In- 
donesia decided to go for the US air- 
craft. Aviation industry sources said 
that despite the apparently attractive 
counter-trade offer from Dassault-Bre- 
guet, Indonesia found that the bottom 
line was no more advantageous than the 
US offer. 

Indonesia signed a letter of offer 
and acceptance on 30 August for the 
purchase of 12 Fl6s, with the price of 
US$337 million including spare parts, 
weapons’ systems and training. The sale 
would involve eight single-seat Fl6As 
and four twin-seat F16Bs equipped with 
Pratt and Whitney F100 engines. They 
will be delivered in 1988. 

Indonesia reportedly wants to fi- 


ceive any significant boost. The FMS a ui 





ardani: support for the F16. 
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nance part of this purchase with un- | 
utilised American Foreign Militar 23 
Sales (FMS) credit. However, an ak | | 
ministration official said that Indonesia 
has less than US$100 million available 

and in view of the drastic cuts in foreign- 
aid programmes it was unlikely to re 


location for Indonesia dropped ue 
US$32.5 million in fiscal 1985 to US$19 
million in fiscal 1986. 
Congressional sources described the: 
administration’s request for US$35 mil- 4 
lion in FMS credit for Indonesia in fiscz 
1987 as “totally unrealistic.” After | 
meeting commitments to Israel and | 
Egypt and paying for base rights o 
countries such as the Philippines, said. 
zo one congressional source i 
“virtually nothing will be 
left in the kitty. indo 
sians will be lucky if t 
Congress approp esc 
FMS on the level of 1986.” 
An administration sou 
refused to go into detail 
on the financing arrang 
ments for the F16 dea 
beyond saying it “i n- 
volves some rep; 
financing." | 
Obviously, one crea p: 
tive aspect of the sale is 
an offset arrangeme "| 
with General Dynam 
under which Indones 
would be able to cath, 
17% of the total cost of. 
the package by selling tc 
General Dynamics air- | 
craft components Us 
would build under li- 
cence. According to 
Habibie, the country's | 
aircraft anion D 
company Nusantara Airs 
craft Industry (IPTN) - 
would produce F16 com- 
ponents worth 35% of the “fly-awa y 
price" of I2 F16s (which is US$168 millio n 
in 1988 dollars adjusted for inflation). — 
The “fly-away price” is for the basic air- | 
craft frame, engine and avionics. Hie | 
It is not clear whether Indonesian- 
made components will be used in the 3 
fighters that will be delivered to In- | 
donesia in 1988. But according to an In- | | 
donesian report, which General | 
Dynamics’ officials confirmed, IPTN - | 
will produce 450 forward-engine access - 
doors, 450 wing flaperons, 975 fuel pya - 
lons, 675 weapons pylons, 526 main. 
landing- gear doors and 400 graphite : 
epoxy vertical fins. These will be ship- | 
ped to General Dynamics’ plant in Fort | 
Worth, Texas. » 
With this agreement Indonesia will | 
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become the second Asian country (afte 


al South Korea) to take part in the manu- 
facture of an increasingly multinational 
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aircraft. Apart from Belgium and the 
Netherlands, which produce F16s under 
| licence, some 270 of the aircraft that 
— are now being assembled in Fort Worth 
| have components from Belgium, the 
| Netherlands and Israel and will later 
| have parts made in Turkey, South 
| Korea and Greece. 

-| | In addition to providing foreign-ex- 
| change earnings, the offset deal with 
| General Dynamics also involves tech- 
. nology transfer. According to Indone- 
| sian reports, the offset deal will allow 
| IPTN to choose three out of six tech- 
— nology-transfer projects being offered 
3 for consideration. They are on aircraft- 
. performance computer procedure; multi- 
|" access numerical control and tool de- 
| sign; durability and damage tolerance 
. application; post-procedure design and 
| maintenance; aircraft flutter clearance, 
| and support to help Indonesian-built 
| CN235 transport aircraft receive certifi- 
cates of approval from the US Federal 
| Aviation Administration. 
| i TA 


| 

|! UM 
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| fx eneral Dynamics’ officials refused: 
| WA to go into detail on the technology- 
| transfer projects, but told the REVIEW 
| that the company would share with In- 
| donesia "proprietary expertise in the 
| area of manufacturing technology and 
| aircraft/weapons' systems design and 
| integration." 
| | While the arrangement’ would 
| strengthen Jakarta's claim to be the re- 
- gional maintenance centre for F 16s, ef- 
| forts being made by Singapore to obtain 
| the more powerful McDonnell Douglas 
| F/A18 Hornets could weaken the pros- 
| pects for Asean standardisation. Singa- 
| pore would prefer to have the multi-role 
| Hornet, which has a greater combat 
| radius, higher acceleration and more 
| advanced avionics than the F16A. 
| Equipped with two GE404 engines, the 


| Hornet is safer for missions over the sea 
| than the one-engined F16. Most impor- 
| tantly, Singapore feels that a computer 
| system carried by the F/A 18 would en- 
| able it to operate in conjunction with 
| E2C Hawkeye early-warning aircraft 
| that Singapore has already ordered. 

- Australia, which has recently signed 
| an agreement with the US to produce 
| components and assemble F/A18s, is 
| believed to have encouraged Singapore 
| to go for the aircraft. A purchase by 
| Singapore would reduce costs as Aus- 
| tralia would have to assemble a greater 
| number of aircraft. Maintenance would 
| also be made easier because Australia 
| uses Singapore as a base for military air- 
4 craft as part of a defence pact that links 
| it with the republic as well as New Zea- 
| land, Britain and Malaysia. 

Mn Although administration officials re- 
| fuse to comment on Singapore's interest 
|| in the F/A18, congressional sources said 
GE any serious opposition was un- 
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Pundits wrong onPrem .. 
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Thai leader now expected to serve full term 


By Paisal Sricharatchanya in Bangkok 


B: Prem Tinsulanond was re- 
appointed as Thailand’s prime 
minister following national elections on 
27 July, the popular theory among 


 Bangkok's political pundits was that he 


would only stay in office for half of his 
four-year term. This, it was argued, 
would allow him to remain in power 
long enough to be involved in two im- 
portant royal events — King Bhumibol 
Adulyadej's 60th birthday in December 
1987 and celebrations in mid-1988 when 
he becomes the Chakri dynasty's 
longest-reigning monarch. 

Once these events were over, it was 
widely predicted that Prem would step 
aside in favour of army commander 
Gen. Chaovalit Yongchaiyut, an intelli- 
gent and politically astute figure who 
has stated on several occasions his in- 
tention to retire from active military life 
two years from now. 

But such a scenario does not seem to 
hold much weight today. As a result of a 
flurry of activity during Prem's first 
month in office, including a concerted 
public-relations effort to project the 
image of a new and bolder prime minis- 
ter, the establishment of a powerful 
watchdog body to supervise the entire 
machinery of government and a yet to 
be implemented proposal to reactivate a 
National Operations Centre (NOC), 
the stage appears to have been set for 
Prem to serve out his full term. 

"The prime minister never set any 
timeframe on how long he intends to 
serve," commented one close aide. 
"Talk about him remaining in office for 
two years was sheer speculation." 

The efforts to project a new image 
for Prem were not entirely unexpected. 
Although widely respected for his hon- 
esty and integrity, the prime minister 
has inherited a reputation for indeci- 
siveness during his six years in office as a 
result of his penchant for staying above 
inter-party politics and avoiding direct 
decisions on controversial matters. By 
the time of the general election his 
popularity was clearly waning. 

By seizing on such issues as the previ- 
ous government's failure to avert the 
Phuket tantalum crisis (REVIEW, 3 
July), Prem’s political opponents had 
openly campaigned for the prime minis- 
ter to be an elected member of parlia- 
ment rather than an appointee, as is the 
case with Prem. So on returning to the 
helm this time around, it was only logi- 

cal for him to adopt a bolder stance. 

Behind the public-relations exercise 
are former industry minister Chirayu Is- 
sarangkoon na Ayuthya, now a minister 
attached to the Prime Minister’s Office, 
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and world-famous family-planning ex- 
pert Mechai Viravaidya, who is the new 
government spokesman. The highlight 
so far has been the traditionally press- 
shy prime minister's first formal press 
conference on 29 August. Prem is ex- 
pected to hold one on a regular monthly 
basis from now on. 

Perhaps more significantly, Prem 
has also given muscle to the long-dor- 
mant Prime Minister's Office and en- 
trusted the responsibility for supervis- 
ing the activities and performance of all 
government agencies to former Na- 
tional Security Council (NSC) secret- 
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SHOSUKE TAKEUC 


Prem: projecting a new image. 


ary-general Prasong Soonsiri, a close 
confidant. 

After resigning from the NSC one 
year ahead of his scheduled retirement, 
Prasong was appointed the prime minis- 
ter's secretary-general and named to 
head a powerful watchdog committee 
(comprising the under-secretaries of all 
ministries plus chiefs of staff from the 
three armed forces) responsible for 
monitoring and providing guidance to 
government agencies. 


IN Bangkok Post editor Theh Chong- 
khadikij wrote recently: "In the 
past four governments headed by Prem 
the PM's office was virtually isolated 
from the rest of the government, resul 
ing in the various ministries goir their 
different ways and Governmegisiousc 
standing aloof and alege 
tower, far removed from 
the head of governmgg 
being kept blissfully unag; 
was truly happening . dia 
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"SO Eiovalt but yet to be carried out, is to 
reactivate thé NOC as an effective 
machine to deal with long-range deci- 
sions as well as management of 
emergency situations. Modelled on the 
Malaysian NOC, the body was set up by 
former prime minister  Kriangsak 
Chomanan in 1979, but has been inac- 
ive since Prem took over the following 
year. 

The government so far has made no 
clear-cut decision on whether or when 
to act on the proposal. But according to 
sources familiar with the concept, a 
reactivated NOC would serve as an um- 
brella organisation to coordinate the na- 
tional intelligence network, currently 
scattered among various civilian, police 
and military agencies. 

"The NOC would deal with all issues 
of national significance — be they politi- 
cal, security or economic. For instance, 
the tantalum riot could have been avert- 








Mechai: Chirayu: behind the PR. 





ed had the government correctly gauged 
the looming crisis and meted out correc- 
tive action in time, or the adverse im- 
pact from the US Farm Act could have 
been scaled down,” said one senior 
source. | 

While most analysts agreed that 
these developments were moves in the 
right direction, it is too soon to tell whe- 
ther they will result in Prem's popularity 
being restored. And given a combina- 
tion of structural constraints — ranging 
from the centralisation of power in 
Bangkok to ingrained bureaucratic red 
tape — the watchdog committee's de- 
sired objectives appear easier to formu- 
late than achieve. 

Perhaps of more importance for the 
government's longevity is the mainte- 
nang of unity among its four coalition 
D2Ilnars and, in a narrower sense, unity 
h ofits segments. What could 
ped as the first serious test 
oat jon s cohesiveness was 
sr opposition MPs called off 
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Musikapong after he resigned 
(REVIEW, 11 Sept.). But given the polit- 
ically skilful. opposition alliance, no- 
body knows when the next divisive issue 
will play into its hands. 

Analysts also see the internal bicker- 
ings among at least two of the four coali- 
tion partners as cause for concern. 
Battered by Veera's resignation, the 
Democrat Party, the largest coalition 
partner, was poised for another poten- 
tially damaging internal showdown as 
about 70 MPs and senior officials were 
demanding the resignation in turn of 
party leader and deputy prime minister, 
Bhichai Rattakul. 


Amore other things, Bhichai was 
criticised for mishandling the party’s 
campaign funds and nominating the ap- 
pointment of his son, Pichit, a relative 
newcomer, as deputy minister of science 
and technology while certain other 
party stalwarts were not appointed. 

Although the dissidents made it clear 
that their prime object was to remove 
Bhichai from the party leadership — 
while leaving his position in the govern- 
ment intact — several senior party exe- 
cutives have openly voiced concern that 
such a move, if it materialised, would 
not only shake the party but could also 
destabilise the ruling coalition. 

Less serious is some resentment 
within Chart Thai, the second largest 





cised, it is no secret that one faction 
loyal to former Chart Thai leader 
Pramarn Adireksarn had opposed 
Prem's reappointment — and the party's 
participation in a Prem-led coalition — 
form the outset. 

Much depends on the extent of the 
government's success in reviving the ail- 
ing economy during its first six months, 


position to gauge its prospects. 


There is a consensus among diploma- 


tic observers, though, that because of 
Prem’s backing from the palace he will 
be around at least until mid-1988 when 
the king becomes the longest-reigning 
monarch. 


What happens after that is a matter | 
Most | 


of conjecture at this stage. 
analysts do not doubt that Chaovalit is 
sincere about his early-retirement 
pledge. But while they see an inevitable 
political role for the army boss, its exact 
nature will depend on a number of vari- 
able factors — notably the political situ- 
ation at the time, the outcome of cur- 
rent efforts by some major parties to 
select an elected head of government 
and shifting allegiances within the army 
itself. 

What does seem definite is that any 
process in which Chaovalit becomes 
prime minister will be much more com- 
plicated than the simple automatic as- 
cension that many observers had origi- 
nally anneipated. Oo 
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coalition partner. Although not publi- 


after which analysts will be in a better 
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e Agricultural Chemicals Market i m 1 

the People's Republic of China A m 


Completed in June 1986 with ts 
sponsors. Post completion l 
sponsorship available. a 
Consultant: Dr. A. Lew Erisman ¥ 
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e Processed Foods Industry in the 1^ x. 
People's Republic of China E | 


Currently underway with 12 | 
sponsors. Completion in October | 
1986. A s 
Consultant: Mr. Karel F. Hofland | 


e Clinical Diagnostic Product _ a E | 
Markets of the Pacific Rim and | 
India A 


To be initiated in September, 
1986 and completed by June, 
1987. m 
Consultant: Mr. Thomas R. Bate | 


e Automotive Components Ma i 
in South Korea, Taiwan, India and 
the People's Republic of China E 
To be initiated in September, 19 
and completed by June, 1987. 
Consultant: Mr. James T. Osugi - TOW 


eProcessed Foods Industry in India 5 


To be initiated in October, 1986 . 
and completed by August, 1987. 
Consultant: Mr. Karel F. Hoflanc d. 
For information regarding sponsc sOr- 
ship of any of these multiclient _ 
studies, contact: 
Dr. Joseph R. Champagne 
Managing Director 
Technomic Consultants Far East Lt td. | 
5/F Wings Building | 
110-116 Queen's Road Central 
Hong Kong. 
Tel. :(5) 449213 
Telex : 72847 TECHM HX 
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Technomic Consultants is a leading | 
international market analysis and | 
strategic planning firm with offices E 
in Chicago, New York, London, 4 | 
Geneva, Sao Paulo, Tokyo, Ho if m 
Kong and Guangzhou. 
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he news that a group from one unit 

of Britain's Brigade of Gurkhas had 
““mutinied” while on detachment in 
| Hawaii stunned military observers and 
made headlines around the world. In its 
8 August issue, Time said: "The inci- 
dent masks a deeper malaise affecting 
all Gurkha units." Whitehall must now 
ask the tough question: is that true? 

- Gurkhas have played distinctive and 
“gallant roles in British wars and cam- 
pe igns since 1815 — first as part of Bri- 
ain’ s Indian army and, after 1947, in 
e British army proper. Not the least of 
“the sir distinctions was their refusal to 
join the Indian mutiny of 1857. In 
World War II, the Japanese separated 
Gurkha prisoners from their officers but 
failed to shake their loyalty. With 26 
Vv ictoria Crosses (VCs), Britain’s high- 
est award for gallantry, and a plethora 
oi other decorations to their credit, they 
have deservedly come to be regarded as 
an intrinsic and loyal element of Bri- 
tain's military machine. 
1 ` Today, however, with their last 
n major station — Hongkong, due to re- 
vert to China in 1997 — the six Gurkha 
z Entry battalions and their supporting 
e ngineer, signals and transport regi- 
ments face an uncertain future. 
$ Against this background, just as the 
Mond has changed over the past 40 
rs, and just as the character of sol- 
diers from sophisticated nations has 
| X anged, so has the Gurkha. The Brit- 
ish soldier, like his American or West 
rman counterpart, is no longer the 
A actually unquestioning near-automa- 
ton he once may have been. He is better 
. educated, more aware of himself and of 
his place and more aware of his rights. 
o is the Gurkha. And, just as the Brit- 
h soldier expects improved circum- 
stances, conditions and terms of ser- 
vi es, so does the Gurkha. 
3 It is a fact that Gurkha pay scales are 
gerent from those of British soldiers. 
'hey are lower. But those who would 
c claim discrimination should know that 
| ritish Gurkha pay is tied by a tripartite 
E Jreement with India and Nepal to 
those countries’ military pay scales. 
| Without that agreement Britain could 
i3 ot recruit Gurkhas at all. In fact, Brit- 
_ ish Gurkhas receive: 
> Their pay tax free. 
| > Local overseas allowances. 
^» Subsidised rations when accom- 
E. by families (British soldiers do 


| is 
wa: 


| jm CASE accommodation (British soldiers 
| have to pay). 

| » Six months home leave every three 
; | years. 


The Gurkhas’ future 
pm in doubt 


» Pensions which flow 
widows of retirees. 

In these respects Britain has man- 
aged to redress some of the discrepan- 
cies between British and Gurkha 
troops. In doing so it has actually put the 
latter at advantage over those serving 
the armies of India and Nepal. Whether 
these advantages are fully understood 
by all in the British Brigade of Gurkhas 
itself is something else. In fact, the vast 
majority of Gurkhas save money during 
their service, to buy land and build 
homes and, indeed, despite receiving 
less compensation overall, may be more 
prudent in this respect than their British 
equivalents. 

Another area where some would 
claim discrimination is on the social 
side. As members of the warrior caste, 
Gurkhas simply do not feel inferior to 
any other race or creed. There is respect 
for greater learning, and there is a 
guarded respect for higher-caste indi- 
viduals like Chettris or Brahmins, but 
no inferiority. The bases of British- 
Gurkha trust have been honesty, cour- 
age and respect for each other's 
abilities. Of course, there are some 
wrinkles for the Gurkha outside Nepal. 
but these hinge more on cultural and re- 
ligious factors than on anything else. 

It is true that Gurkhas are discour- 
aged from marrying women of other 
nationalities. Not only would a Chinese 


through to 


James Keen is a retired British 
Gurkha officer who is now the 


senior regional executive for a US 
publishing company. 
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or English girl mima toa Mex rkha be 
at a loss in the under-developed villages 
of mountainous Nepal, ‘generally acces- 
sible only on foot, but the igo 
socio-religious problems for Nepal, a 
Hindu nation with à caste system, arg 
enormous. Thus Gurkhas themselves, 
particularly Gurkha officers, discour- 
age too much inter-racial familiarity. At 
the same time, British officers are also 
discouraged from inter-racial marriage. 

Why not allow men who have served 
16, 20 or 30 years in the British army to 
opt for British domicile upon retire- 
ment? Unfortunately, the tripartite 
agreement specifically provides for dis- 
charge from service to be in Nepal and 
for pensions to be paid there. But the 
existence of such an option, if it could be 
negotiated for those with long Service, 
might go a long way to removing social 
barriers, real or imagined. 

Field Marshal Montgomery is reput- 
ed to have said: “There are no bad sol- 
diers, only bad officers." For many in | 
the British army this is Holy Wirit. 
Given that the Hawaii incident occurred 
at all, questions might be asked about 
the current leadership of Gurkhas. A 
couple of simple examples, which matter 
greatly to Gurkhas, may illustrate why. 

Fluency in a language is generally re- 
garded as one important key to under- 
standing native speakers of that lan- 
guage. In the Brigade of Gurkhas, 
fluency in Gurkhali was always mandat- 
ory. Perhaps it still is, but this writer 
knows, again personally, of one recent 
battalion commander who either could 





Apparently, there are too many other 
officers throughout the brigade whose 
knowledge of the language leaves much 
to be desired. 


nother example: four years ago, 

three long-time friends who had be- ~ 
come Queen's Gurkha Officers pri- 
vately, restrainedly — and definitely 
more i i 
ed their feelings on the changes they saw 
in their officers. One statement in parti- 
cular is vivid in the memory: “Always, it 
was the company commander who plan- 
ned the men's careers and our own. 
Today, we do it, and we don't have the 
knowledge or experience for it." 

If that is true of even some of today's 
company commanders, then it repre- 
sents a major diminution in the role of 
the senior British officer. From that 
there must be à consequent diminution 
in respect for, and trust of, the British 
officer for it clearly represents, and was 
clearly represented as, a diminution o 
his concern for those under his Wom- 
mand. That is not acceptable T 
Gurkha. 

Anyone who knows Gurig; 
that none would lightly 
throw away the discipling 
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e one, goccia to 
n one unit? Was it the 
n of. a number of frustra- 
- battalion’s discipline — 
anks — all that it should have 
Are there bigger problems, with 
e? ending i into other units? 
Se - questions. can only be 
ed by a full, public inquiry, and 
ose dismissed apparently closed 
anks and refused to answer questions 
at one inquiry, perhaps they would feel 
$ and behave differently if they believed 
| they would be fairly and publicly heard, 
and legally represented. It would beim- 
possible to summarily dismiss 108 Brit- 
-Ash soldiers without.a subsequent mas- 
.. Sive outcry from MPs, the national press 
and the public. No one condones an in- 
cident like this; but has justice been 
done and been seen to be done? 
Gurkhas are not represented in the 
House of Commons, or by Britain's na- 
tional press. Thus it iseasy for Minister 
of State for the Armed: Forces John 
Stanely to say: “Iam entirely satisfied 
. that the army authorities had no al- 
ternative but to discharge all the com- 
pany.” It is all very well for Maj.-Gen. 
Tony Roam, . commanding British forces 
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Reservations s »ould be 
addressed to: 


- General Sales Manager 


7th Floor, Centre Point 
-181-185 Gloucester Road 
.. GPO Box 160, Hongkong 


Tel: 5-734301 
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in Hongkong to say: ". . . one thing [^ 
everybody wants is to get this thing’ be 


hind them." No doubt, but no on 
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pany can be swept aside thus cursorily ha m expect | to rue "tat 
ese, the government should 
clear statement of the condition 
circumstances of future Gurkha sc 
and those should be clearly underste 
by every man and every ‘office 
among the latter, many are not. 
as they should be. Perhaps an el 
right to domicile in Britain after 20 
of service could be negotiated ant 
fered. More has been done for. ma 
who deserved less. 
Gurkha honour has been staine 
the regret of many the Gurkhas’ fi 
are in doubt. These matters merit cle: 
public resolution. 


come out in a public wash; being Gur- 
khas, apparently there is to be no such 
wash. If Britain wants to retain an effec- 
tive, loyal force of Gurkhas, perhaps 
there is need for another, broader in- 
quiry into the overall terms, conditions | 
and officering of the corps — an inquiry | 
of substance, not merely à cosmetic of- 
fering to Nepal and the soldiers Britain - 
employs from an old ally. 
For neither the Hawaii incident nor 
its disturbing implications can be di- 
vorced from. the future. [t has been 
stated in the House of Commons that 
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HEAD OF ASIA REGION 


Amnesty International needs a Head of the Asia Reg 
„the Research Department based in London, after the pro 
tion of the previous Head. The work of the departmen 
cludes investigating and documenting human rights vio 
tions in the region and preparing initiatives to be taken 
Amnesty International in relation to prisoners of consc 
trial procedures, the treatment of pooner and the c de 
penalty. | 


The Head of Region. supervises. 22 staff on strat g) 
. techniques for action and research; approves texts 
tions prepared by the research staff; advises on | yolic 
ters; and has immediate responsibility for various 
trative, budgetary and personnel matters. —— . — 
Candidates must have.sound political judgn 
tensive knowledge of the Asia region, with a sp 
edge of one sub-region. Experience or demo strable 
in supervising specialist staff is necessary, as is th 
communicate well in English both orally and in writi 
represent Amnesty ‘International externally. Kn 
an Asian language and/or another European lang 
would be an asset. 
Salary: £13530.93 rising to 16332.27 (index linked 
nual increments) 


Closing date: 31 October 1986 


For further details and application form, 
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contact the Personnel Office, Amnesty a mnesty x 
_ international, international Secretariat, i r HM 
1 East Street, London V/C1X 8DJ or nter | 





ring (01) 837 3805. 
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FINANCIAL TIMES 


New Right joins the fight 


Farmers, miners and businessmen oppose wage-fixing 


By Jacqueline Rees in Canberra 


formidable coalition of farming. 

mining and business leaders and 
idiosyncratic polemicists have given 
“Thatcherism” a distinctive Australian 
stamp and become the latest bogey of 
Prime Minister Bob Hawke's govern- 
ment. Members of an industrial-rela- 
tions discussion group opposed to Aus- 
tralias centralised wage-fixing system 
have been dubbed the “New Right" and 
have emerged as figureheads of a move- 
ment that has been gaining momentum 
in Australia for two years. 

The group includes: former Treasury 
head John Stone, who regularly ex- 
presses his disaffection with the Hawke 
administration through a nationally syn- 
dicated newspaper column; mining 
bosses Hugh Morgan and Charles Cope- 
man; Liberal Party adviser and former 
National Farmers Federation official 


David Trebeck; Gerard Henderson; 


from Liberal. Party parliamentary 
leader John Howard's personal staff, 
and Ian McLachlan, the powerful presi- 
dent of the National Farmers Federa- 
tion. 

Members named the group the H. R. 
Nicholls Society after a newspaper 
editor who was tried, but acquitted, for 
contempt in 1911 by Justice Higgins of 
the Arbitration Court. Higgins’ 1907 
definition of a fair wage as “based on the 
normal needs of an average employee 
regarded as a human being living in a 
civilised community” has dominated 
Australian wage-fixing policies for 
nearly 80 years, rather than industry's 
capacity to pay. 

Several factors, most importantly 
the country’s current critical economic 


34 


situation, the vulnerable relationship 


between the Labor prime minister and 
his former union colleagues, and the 
willingness of the New Right to exploit 
the economic crisis to shift the power 
balance in the Australian workforce, 
have brought the wage-fixing system to 
centre stage. 

The New Right has succeeded in 
doing outside parliament what opposi- 
tion leader Howard promised but failed 
to do when he took over the federal par- 
liamentary wing of the Liberal Party 
from Andrew Peacock a year ago. The 
New Right has given the policies of Bri- 
tish Prime Minister Margaret Thatcher 
and US President Reagan a brand Aus- 
tralians understand. Howard came to 
opposition leadership with the slogans 
and rhetoric of British high Toryism but 
got caught in his first stumbling steps 


. on the issue of privatisation. Austra- 


lians were not excited at the prospect 
of selling off familiar public enter- 
prises. ~ 


qe New Right's assault on unions 
and the arbitration system caught the 
public's imagination, however. The sys- 
tem is sacred to Labor. Howard and 
some fellow Liberals had argued for a 
radical restructuring of the system but 
found strong oppositon within their own 
party from former Liberal ministers — 
such as Ian MacPhee — who hold that 
unions have an important role within 
the present system and that a free mar- 
ket is not an end in itself. The high pub- 
lic profile of the New Right, a faltering 
government and economy, and crushing 
union defeats in recent industrial dis- 





putes have now given Howard the run- 
ning. 

What is new about the New Right in 
Australia is not its policies but the way 
in which it pursues the policies, the 
emotion and publicity it has generated 
and the aggressive public role taken by 
business and farm leaders anxious to 
convince Australians of the evils of the 
nation's arbitration system. , 

Australian farmers used some of 
their A$15 million (USS9.1 million) 
"fighting fund" to crush union resist- 
ance to "freedom of contract" in an his- 
toric confrontation at the remote Mud- 
ginberri meatworks in northern Austra- 
lia earlier this year. The farmers have 
long espoused the concept of employers 
being able to freely negotiate contracts 
with workers. 

The New Right became  in- 
stitutionalised when one of the mem- 
bers of the H. R. Nicholls Society, 
Peko-Wallsend boss Copeman, locked 
workers out of the company's huge iron- 
ore mine at Robe River in the Pilbara 
region of Western Australia. 

Copeman took the unionists on over 
featherbedding, or "restrictive work 
practices," which were demonstrably 
uneconomic to the company. Copeman 
was subsequently ordered by the Arbi- 
tration Commission to reinstate the 
workers and compensate them for loss 
of earnings. 

But the unions had a pyrrhic victory. 
Hawke was forced to concede that 
featherbedding was no longer appro- 
priate and that the benefits of some 
Australian unionists needed re-examin- 
ing, a concession his opponents were 
quick to gloat over since many of the 
practices had been initiated during 
Hawke's term as leader of the Austra- 
lian Council of Trade Unions. 

Copeman made the most of resultant 
publicity to preach his own version of 
New Right philosophy. He argued that 
Australia's national government should 
be “neutralised” and more power vest- 
ed in individual state governments to 
make them more competitive. He 
marked unions as “stormtroopers” and 
challenged Australia's “mistaken belief 
that we could create equality where 
none exists in nature." 

Copeman's extreme views were seen 
by many as an attack on the fundamen- 
tal egalitarian nature of Australian so- 
ciety, a point Hawke lost no time mak- 
ing. The emergence of radical conser- 
vatism has shifted the political debate in 
Australia on to the opposition's terri- 
tory, however, and the government, 
struggling with the economy and 
dwindling support at the polls, is seri- 
ously on the defensive for the first time 
since Howard became opposition 
leader. | 

More significant in the long flerm, 
and regardless of the politi 
quences, the overt challc mW 
lia’s system of conciliatiog 


sai gh arbi 
tion is unmistakeable. f 
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SAMSUNG 


Official Supplier for Video Products 
of the 1985 Asian Games 


High Spirits 





striving for Beauty 


samsung. Were striving for beauty and that's We at Samsung have this flexibility and imagination 
more than a pep talk. Who else in the electronics that can be acquired only after years of Spartan 
biz manufactures our kinds of products with such training and back-breaking efforts. 


genuine, uniqueteye-catching designs and We really cooperate. All parts of Samsung s organiza- 


ultimate high-tech sophistication? 

samsung s 1,500 R&D experts are the elite of 
the nation. They ve got ultramodern facilities 
and a reassuring 5% of Samsung's revenues as 
financial backup. An attractive. neat setup but 
that's not enough to make satellite receivers. 
audio and video equipment, home appliances, 
office automation and all other Samsung crea 
tions worthy of the cherished Samsung label. 

To make beautiful products you have to have 

. a beautiful mind that's open to new ideas. 





tional body are ready tor optimal collabora- 
tion — they re in excellent shape, bursting 
with energy and yet in perfect control. Just 
like the world s top athletes that well be 
serving as the major official suppliers of 
audio and video equipment, and electrical 
appliances tor the 86 Asian Games. 

Samsung. So next time you ve got electron 
ics projects. do business with us. Well put 
you and everybody else in high spirits. Isnt 
that the beauty of it all: 


SAMSUNG 


Hexagon brings your trade 


TRADE FINANCING 


Documentary Credits 


Exports 





osition instantly to your office. 


Welcome to 


> 


FINANCING 





Import and Export procedures and 
documentation can be time-consuming, 
labour-intensive and heavy on paperwork. 
In short, they can cost money and eat into 
your earnings. Hexagon modernises trade 
finance by taking the time, trouble and 
paperwork out of processing, while keeping 
you constantly updated on your trade 
position, at home and around the world; 
right from your office. 


You can open and amend documentary 
letters of credit and monitor their status on 
your screen. You can settle your bills and 
know your total position. You are in full 
control at all times. Up-to-the-minute 
foreign currency rates and your outstanding 
FOREX contracts are also instantly available. 
It’s like having the bank’s trade finance 
department in your office at your beck and 
call. Only faster. 


Hexagon is safe, accurate and secure. A 
range of security features including full data 
scrambling ensures confidentiality for your 
company’s affairs. 


Hexagon is state-of-the-art corporate 
electronic banking from the HongkongBank 
group, one of the world’s leading financial 
institutions with more than 1,200 offices in 
55 countries. 


To find out more about Hexagon and how 
it can help your company, contact the 
Hexagon Centre at your nearest branch of 
the HongkongBank group. 


Hexagon. 


Puts the power of the bank 
in your hands. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 


CONSOLIDATED ASSETS AT 31 DECEMBER 1985 
EXCEED US$69 BILLION. 





CFM56 ENGINES. 


HELP YOU GET 








RESULTS LIKE THIS 


EVERYDAY. 


The last thing an airline should 
have to worry about is the first 
thing every customer wants. On- 
time departures. That's why 
more aircraft are taking off for 
more destinations with CFM56 
engines aboard. They have a dis- 
patch reliability of 99.896. CFM 
designed it that way. We knew 
airlines needed a powerplant that 
would be exceptionally reliable, 
have low operating cost, and 
thereby land more revenue on the 
bottom line. 

At the core of the success of 
the CFM56 is the evolutionary 
philosophy of development 
that has surrounded this en- 
gine from the start. It grew 
out of a proven military 
engine developed with 
the most advanced 
technology. Then as it 
matured, it was 
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M56. 








improved and enhanced. Today, it 
is considered by many to be an 
ideal powerplant for aircraft mov- 
ing into the future. What's more, 
product improvement programs 
will assure CFM56 remains that 
way throughout its life. 
- Now in service with more 
than 2 million flight hours, 
CFMB6 engines have logged 
in a shop visit rate of only 0.09 
per 1,000 engine flight hours. 
That's an average of only 1 visit 
every three and a half years! In 
maintenance, CFM5b6 performs 
equally well— with an average 
- saving of about 2 million dollars 
= per aircraft in the first ten 
l years. 
CFMB6 engines. Giv- 
ing airlines low risk. Low 
& cost of ownership. And 
high marks everytime 
they fly. 





MILLIONS OF MILES AHEAD. 


cfm C) international 


A JOINT COMPANY OF SNECMA, FRANCE AND GENERAL ELECTRIC COMPANY, U.S.A. 
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start of ahin big 


The moment you step inside the 
Riverside Plaza you'll notice how 
spacious it is. 

Because at the Riverside Plaza we 
believe our guests should be given 
room to breathe. 

That's why we located it away 
from the crush of Hong Kong by 
the Kowloon foothills, and just 15 
minutes from Kai Tak International 
Airport, 20 minutes from downtown. 

And if our lobby looks big and 
spacious, wait until you see our rooms. 

Every one is not only generously 
large, but also generously appointed. 
Everything you would expect 


from a top hotel including a splendid 
view. 

And this spacious theme con- 
tinues throughout the hotel. 

From the impressive Regal Sea- 
food Restaurant, to the informal and 
relaxing Botania Cafe Restaurant — 
and the tempting pool it overlooks. 

You'll also find a fully equipped 
Health Club, tennis and squash 
courts, and jogging tracks nearby. 
And the most sophisticated disco in 
Hong Kong. 

The Riverside Plaza. 

By thinking big we don't make 

you feel small. 


HONG KONG 
A REGAL INTERNATIONAL HOTEL 


Gives You Room To Breathe 


For reservations, contact your travel agent, Utell International or the hotel directly: Tai Chung Kiu Read, Shatin, N.T., Hong Kong. 


Tel: 0-6497878 Cable: RIPLAZ Telex: 30013 HORPAHX Fax: 0-6497791 


ADVERTISERS 
1985 


The advertising carried in the 
Review in 1985 represented 
every category from airlines 
and hotels, banking and fi- 
nancial services, liquor and 
luxury products through to 
shipping, industry, and many 
many more from over 550 of 
the world’s leading com- 
panies. 


With an average of 50 pages 
of advertising per issue anda 
total of over 2,600 pages 
through the year, the Review 
continues not only to be 
compulsory reading for 
senior executives conducting 
business in Asia but a com- 
pulsory part of any advertis- 
ing schedule aimed at Asia’s 
decision makers. 


The Reviews "Review of 
Advertisers 1985" contains a 
sample of every campaign 
carried by those companies 
promoting their message to 
the highest concentration of 
influential, affluent individuals 
available through any publi- 
cation in this region 


If you would like a copy of 
this booklet, write on com- 
pany letterhead to: 


Ms Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review 
GPO Box 160 


Hong Kong 








Science fiction has a way of 
turning into science fact. 


Spaceships. Robots. For some, ideas that seem 
like science fiction. But for Epson, ideas like 
these are the seeds of the future. So when our 
engineers suggest an idea that seems as though it 
came from outer space, we give them some 
space to develop it. | 

One of those ideas was a printer small and fast 
enough to work in a calculator. An idea that Epson 
were first to realize. But we didn't stop there; we then 
used this expertise to develop high-performance, 
high-quality printers for PC's. Now Epson are the 
world's leading manufacturer of printers. 

Another first was using liquid crystal displays for 
the first hand-held flat-screen colour LCD television. 
Our experience in the original development of LCD's 
led our engineers to believe that a high-resolution 


screen could be made. So they made it, proving 
once again that the future is limited only by your 
imagination. A wristwatch TV? A TV you can hang 
on a wall? Who knows what's next! 
Epson were also first to introduce a powerful 
computer small enough to fit in a briefcase. — — 
But that's hardly surprising when you uc 
consider our other small successes. 
Now we offer a wide selection of IBM 
PC compatible computers. Of course, 
that's to be expected. What's unexpected is 
more power, better graphics, and more features 
that are easier to use. At a value that's no fantasy. 
So next time you read about an idea you think 
belongs in a science-fiction movie, think again. 
It may just be available from Epson. 
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Epson. Where anything is possible. 





EPSON 


SEIKO EPSON CORPORATION: 3-5, Owa 3-chome, Suwa-shi, Nagano, Japan Tel: (0266) 52-3131 Telex: 3362435 EPSON ELECTRONICS (SINGAPORE) PTE., LTD.: No.1 Maritime Square, 


3* 02-19. World Trade Centre, Sing 


re 0409 Tel. 2786071 Telex: 39536 EPSON ELECTRONICS TRADING LTD.: 30/F, Far East Finance Centre, Harcourt Road, Central, Hong Kong Tel: 5-282555 


Telex: 65542 EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH): 1-8F, KY. Wealthy Bldg., 206 Nanking E. Road, Sec. 2, Ta pei, Taiwan ROC. Tel: (02) 536-4339, 551-6248/9 Telex: 24444 


Business Class of 2001. 





A. Cathay Pacific, we've always been slightly ahead of our time. 

We were the first airline in Asia to introduce a real Business Class, the popular 
Marco Polo Business Class. And, in keeping with our prime objective, helping all our passengers 
arrive in better shape, we've pioneered lenghaul non-stop flying. For example between London 
and Hong Kong and Hong Kong and Frankturt. 

But not content to be the first with a Business Class we're constantly improving it. 
And we're extending our pioneering non-stop route from Hong Kong to Vancouver to include 
San Francisco. 

So when these businessmen of the future take to the skies, they know that now 
and in the year 2001, Cathay Pacific, Hong Kong’s airline, will continue to help them 


arrive in better shape. 


Arrive in better shape —— 
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€ VERY little of-the windy public de- 


bate seemed to reflect what people real- 
ly thought. The Thatcherites, and 
_ Reaganites for that matter, hestitated to 


I am not so ` 


gh-flown humbug — | 
hat polite American 
circles call horse manure — on both. 
ply of toilet paper. 
could well have been a most appropriate | 


justify themselves by pointing at the | 


misery and oppression to be found in 
most Black African states, the strategic 
imperatives of South African ports in 
the global crusade against Soviet naval 


| power or memories of South Africa as a. 


; World War II ally. Nor did they stress 
| how many of the non-African states 
` calling for sanctions had uneviable rec- 
ords in dealing with their minorities or 


opposition. The Uriah Heeps preferred. 


to wring their hands over the suffering, 
unemployment and starvation which 
sanctions would impose on South Af- 
rica's own Blacks. This line did not pre- 
vent them from also arguing that sanc- 
tions would not work anyway. 
Ah, responded their holier-than- 
thou opponents, but South Africa is 
especially hateful because racial dis- 
‘crimination is enshrined in the. system 
(apparently political discrimination as 
practised by one-party states doesn’t 
: count). Anyway, it’s the Blacks them- 
` selves: who are. calling for sanctions 
(well, perhaps their leaders were — the 
increasingly Marxist officials of the Af- 
—rican- National Council and various 
church dignitaries. who are not 
threatened by the starvation and job- 
lessness faced. by their ranks and files 





' and congregations, should the sanctions - 







- actually bite). 
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IGH.moral tone was adopted by 
parties, but the sanctimoniousness of 
'sanction-sanctifiers won the day and 
» Thatcher stood alone with only Reagan 
. across the water for comfort. She was 
+ buffeted by preachers and the press, by 
_ the,non-aligned gathering at the Harare 
“summit (where they could agree on few 
_ other issues), by leaders of countries re- 
-markable for their communal and religi- 
ous. divisions and even by the Common- 
: wealth group of eminent persons. 

^ - Their pro-sanction conclusions were 
¿voiced by Malcolm Fraser, former 
— prime minister of Australia where — as 
| ne knows — the only sure solu- 
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tremism have 





marked exiting, removed any purpose 





tion of the colour problem, genocide, 
was once practised with great gusto. 
Even from the Palace itself, home of the 


Great White Queen who is titular head . 


of the Commonwealth, voices deprecat- 


ing Thatcher's “uncaring” policies pur- 


ported to reflect the royal view. 


€ NOR did this Traveller's return to. 


Asian shores bring immediate’ relief. 
south Africa's foreign minister, the un- 
likable Pik Botha (about as compelling 
an advocate of apartheid às the former 
terrorist Menachim Begin was for is- 
rael), was making a tour of Japan, 
Taiwan and Hongkong: In his conversa- 
tions with businessmen he presumably. 


adopted a realistic tone, arguing that. 


there was money to be made by ignoring . 


sanctions. : 
Publicly, however, this ex-Nazi : 
pathiser (not all South Africans wi 
enthusiastic allies against Hitler) 
adopted an ill-fitting high moral t 
Concern for his daughter's happin 





would remove all objections if she de- |. 
cided to marry: à Black, while it was 


Hongkong's moral duty as a free-trade 
territory tó goon buying South African. 
The . REVIEW's- Michael Malik ac- 
cepted an invitation to attend the Botha. 
press conference (though one of the 
aides attempted to claim ‘that the 
pressmen weren't invited, that Botha 
was simply tesponding to their demands 
to interview him). The occasion was à 
splendid example of his belligerent de- 
termination ‘verbally to batter oppo- 
nents of apartheid into submission. Of 
course his Asian trip had not been a 
“sanctions-busting” effort. “Sanctions 
would not and could not hurt South Af- 
rica..Contrarywise, any country which 
imposed them had to take the blame for 
the resulting misery in South Africa and 


its neighbours, dependent as they are on 


doing business with the Boers. m 
. What concrete results had his t 
achieved? Botha angrily refused to gi 
details because “the vultures. oft 
press" would use such informa 
against his country, Which, as Malik. 










from the press conference. - 


€ THIS Traveller sadly concludes that 
sanctions must be imposed, Not for any 
of the moral reasons adduced by the 


Commonwealth,.the non-aligned, the | v 

insultingly | 
lumped together as the. “Third World" |- 
or indeed unattributable voices from 


heterogeneous | nations 


the. Palace. The winds of change are 
blowing harder and the tide of history is 
tragically rising round South Africa's 


shores. The regime which rules over | E 
Pretoria, Capetown and Bloemfontein | 


will be swept away — whether within 
five years or 50 — and will probably be 


replaced. by a' government almost | |} 


equally nasty. — 
The. dragons. 
communal .and 









th of bitterness, 
ial hatred and ex- 
wn in South Af- 



























much of a chan 
< voices of reason are to be heard 
they will need all available outside 
port and encouragement. Those co 
-tries who refuse, however ration. 
¿make the gesture of imposing at Í 
| partial sanctions today, will forfei 

voice or influence over post-apai 
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South Africa. 
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: JRAGON'S teeth are also be 
| sown in Central America. Reagan 
i. termination to back the Nica 








Contras has triggered a predi 
but apt, riposte. Nicaraguan Pre: 
| Daniel Ortega arrives in Peking. 
red carpet welcome of orc 
j crowds and dancing girls reminisce 
¿thë enthusiasm with which M 
China once greeted Sihanouk 
. Sukarno, and has cosy chats with all 
top leaders, who promise him a new 
package which might go some way 












wards balancing Reagan gifts to t 
“Contras. After all, in the internationa 
game of chess, a vulnerable pawn can: 
captured very cheaply. And so Ortega 
. deepens his revolutionary huesand goes 
on to Pyongyang, where he promis 
that Nicaragua will not take part in th 
Olympic Games in Seoul unless N 
Korea's demands to co-host them 
met. Another sad cycle of sanctions 
boycotts is set spinning. : 
@ MEANWHILE, Seoul is gaining ej 
perience as international host to th 
Asian Games where useful lessons at 
undoubtedly being learned. Joel Jaco 
son spotted one possible slip: hoardings 
advertising Mi Won as “The official 
soning of the 1988 Olympics." 
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PHILIPPINES 


The more the merrier 


Old and new political parties alike jockey for power 


By James Clad in Manila 


even months- after the revolt that 
brought President Corazon Aquino 
to power, traditional politics persist in 
the Philippines. And lately, old-style 
political parties — plus a new conten- 


der — have surfaced, some attaching | 
within | 


themselves to . personalities 
Aquino's government. 

The prospect of elections has revived 
the parties, most of which had been 
overwhelmed by the pro-Marcos sup- 
port mobilised by the ousted president's 
Kilusang Bagong Lipunan (KBL) party 
machine. But since the Philippines first 
election in 1907, parties have always 
sought patronage more than mass mem- 
bership. With the KBL elbowed aside, 
upcoming national and local polls seems 
certain to be an old-style, free-for-all, 

Special factors will heighten party 
competition. More elective jobs are 
coming up for grabs in a rapid succes- 
sion of elections and referendums. A 
large number of parties are in the race 


and they are competing in a more open | 
| sive regime .. . who covered up for him, 


political climate. Government-super- 
vised vote-counting will probably be 
much more honest than in recent polls. 
And patronage spoils will grow 1f the 
country's new constitution gives more 


Aquino arrives in San Francisco. 





revenue and authority to local officials. 

Ballot counts dominate the coming 
months. First is a referendum to ap- 
prove the document being put together 
by Aquino's Constitutional Commis- 
sion (Concom). The referendum was ini- 
tially expected on 2 September but has 
been postponed until mid-October. 

After that Filipinos will elect a new 
legislature — almost certainly a bicam- 
eral, US-style congress. After that, a 
third poll looms, this one to decide how 
many of Aquino’s temporary “officers- 
in-charge” (OICs) will remain in 74 gov- 
ernorships, 60 muncipalities and fill the 
nearly 1,500 town mayoral posts. On 
top of this, local plebiscites could be 
called to cement autonomy agreements 
if current negotiations to settle Muslim 
or tribal insurgencies succeed. 

The OICs were installed after 
Aquino’s Local Government Minister 
Aquilino Pimentel removed almost all 
Marcos-era local officials, describing 
them as “tentacles of Marcos’ oppres- 





cheated for him, terrorised for him 
[and] killed for him.” The OICs now 
ponder the timing of local elections: 
should they be held before or after na- 





tional elections? Or should all the polls 
be bunched together at the same time? 

Bunched together or not, a stream of 
foreign — often’ American — advice 
urges prompt elections to legitimise 
Aquino’s government. The government 
will not hold another presidential elec- 
tion until Aquino’s six-year term ex- 
pires in 1992. On 24 August, US Sena- 
tor Richard Lugar reiterated this argu- 
ment to the REVIEW. 

The list of parties ready to contest 
elections is growing longer. It starts with 
the two main parties inside Aquino's co- 
alition: Pimentel’s Philippine Democra- 
tic Party — Laban (PDP-Laban) and 
Vice-President Salvador — Laurel's 
Unido party. 


Qu parties are now organising. 
Since February, former national as- 
sembly member Eva Kalaw and Presi- 
dential Commission on Good Govern- 
ment chairman Jovito Salonga have 
tried to mobilise their respective Liberal 
Party (LP) factions. Largely moribund, 
the LP dates back to 1946. 

Critics say that the party's initials 
mean nothing more than “long-playing” 
and they include within this definition 
the Nacionalista Party (NP), which 
dates to the 1930s. These elitist parties 
once comprised a two-party system 
dominated by frequently switching 
leaders. They ruled Philippine politics 
for 30 years until Marcos created the 
KBL. 

In July, former national assembly 
members Rafael Palmares and Rene 
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The stage is now set 


Aquino gets tough with the communists before US trip 





PHOTOS: AP 


I? several fast-paced weeks before 
her 15-24 September **working visit" 
to the US, President Corazon Aquino 
toughened her stance towards the 
nationwide communist insurgency. 
She also won symbolic, if vague, 
ceasefire commitments from local 
Muslim and tribal rebels that have 
boosted her sagging political fortunes 
at home and abroad. 

This burst of E cheese activity 


pleased senior Western diplomats, 
who saw Aquino preparing the nd 
for her media-intensive, nine-day US 


visit. US Senator Richard Lugar told 
the REVIEW in August that “the bed- 
rock of goodwill for her and for the 
Philippines remains enormous," and 
diplomatic sources say this assessment 
remains in place. 

For example, they point to the near 
certainty that Aquino will sign in 
Washington a new IMF stand-by cred- 
it agreement — which contains dif- 
ficult import-liberalisation conditions 
— thereby setting the right tone for a 


heavy programme of and cor- 
porate meetings scheduled in Boston, 
New York, and San Francisco as well 
as Washington. 

But above all, these diplomats say 
US goodwill is enhanced by the appa- 
rent hardening of Aquino's position in 
the recent ceasefire talks between two 
government emissaries and the com- 
munist-dominated National Democra- 
tic Front (NDF). Diplomats say the 
president is now demanding NDF ac- 
ceptance of a 30-day trial ceasefire, 
while rejecting any attempt to put pre- 
conditions on the truce. They hint she 
has threatened a renewed government 
offensive if the NDF does not agree. 

Aquino has also insisted that any 
locally negotiated ceasefire with the 
communists must have her approval, 
thus reducing chances that govern- 
ment forces will r informal 
truces between local civilian officials 
and communist rebels. One such ar- 
rangement in Mindanao was wreck- 
ed on 27 August, with the local 
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Cayetano assembled various Right- 
leaning politicians in-Manila to revive 
the NP. Some championed Defence 
Minister Juan Ponce Enrile as the NP's 
next presidential candidate. Enrile 
made positive, but mon-committal, 
noises. Also on the Right, former 
labour minister Blas Ople helped set up 
the Partido Nacionalista ng Pilipinas 
(PNP) after breaking with Marcos in 
April. Meanwhile, the KBL’s dented 
machine now runs partly on resentment 
from well-heeled losers evicted from 
government by Pimentel, and on Mar- 
cos’ northern Luzon following. 

Both PDP-Laban and Unido under- 
score a Philippine tendency towards re- 
gional or district power bases. PDP- 
Laban — whose secretary-general, Jose 
‘Peping? Cojuangco, is Aquino’s 
brother — relies on Mindanao, with 
pockets of support in Manila and Cebu. 
Unido counts on Laurel’s Batangas 
heartland, Government Reorganisation 
Minister Luis Villafuerte’s Bicol home 
base and on other enclaves. Compared 
with the NP or LP, both are parvenus — 
reactive creatures of Marcos’ later 
years. 

A new party, the Partido ng Bayan 
(PnB), mimicks the existing stable in 
proclaiming itself as a nationwide move- 
ment. Any similarity with its rivals stops 
there, however, because the PnB re- 
sulted from a decision by the revolution- 
ary Left to “plug a gap in a spectrum" 
that includes militant labour, farmers' 
and teachers' groups, as well as various 
"cause-oriented groups." 


governor alleging military sabotage. 

"She wanted to give peace a 
chance," a Western diplomat said, 
"and that is what she has done. Now 
she wants the record written so she can 
move against [the communists] with 
full moral authority.” 

The *[communist] insurgency re- 
mains a very serious concern of ours — 
and theirs," the diplomat added. 
When referring to Defence Minister 
Juan Ponce Enrile's frequent warn- 
ings against concessions to the NDF, 
the diplomat said: *It does not bother 
us at all [if Enrile] sounds the gong in 
the middle of the night. If he doesn't 
do it, who will?" | 
_ Aquino's harder line on the com- 
munists coincides with her peace ef- 
forts aimed at Muslim rebels in the 
south (REVIEW, 18 Sept.) and at a 
local but bitter tribal revolt in northern 
.Luzon's Cordillera mountains. 

Both these moves have Enrile's en- 
dorsement. On 13 September the de- 
fence minister accompanied Aquino 
to her meeting with former Roman 
Catholic priest Conrado Balweg, who 
» leads the small Cordillera People's 
Liberation Army. She and Balweg ex- 
changed peace promises and agreed to 
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Former Communist Party of the 
Philippines (CPP) chairman Jose Maria 
Sison told the PnB's opening con- 
gress on 30-31 August that electoral 
struggle should not *be the sole or main 
form of struggle," but acknowledged 
that legal, leftwing parties can make 
"important, though secondary, con- 
tributions" to the revolution. In the 
1930s and 1940s, Luzon-based socialist 
parties won both local and congres- 
sional elections. 


nB national chairman Rolando 

Olalia, who also serves as chairman 
of the militant Kilusang Mayo Uno 
labour federation, agreed. Sison implied 
the PnB can satisfy a touching, if un- 
realistic, need by less-sophisticated re- 
volutionaries to join in electoral poli- 
tics. The militant Left now admits it 
made a mistake in supporting the boy- 
cott of February's election. 

Many uncertainties hang over the 
impending electoral contests. First and 
most important, will Aquino herself 
favour a particular party? If so, will it be 
her brother's party? 


Secondly, what electoral plans do 
some advisers and cabinet men have? If 


the Concom resurrects the pre-martial 


law senate, some could be tempted to 
move onto this national stage — espe- 


cially as the coalition which mobilised 


behind Aquino seven months ago al- 


ready displays some bad fissures. 


Thirdly, what are the chances for 


tacit collaboration between parties? 


Pimentel's swift rejection of suggestions 


halt government projects opposed by 


tribals. Contingency planners in the 
-military hope truces in Mindanao and 


the Cordilleras will release troops to 
fight the communists. 

On the eve of her departure for the 
US, the Philippines press poured out 
stories about rumoured coups, whis- 
pered assassination attempts and even 
unsubstantiated stories that presiden- 
tial security teams have stockpiled 
weapons outside Manila. The media’s | 
hysterical tone gave an edge to an- 
xieties that government members, 
notably Enrile, might seek to embar- 
rass Aquino while she is in the US — as 
the first Philippine head of state to 
visit Washington since ousted presi- 
dent Ferdinand Marcos went in 1982. 

The diplomatic sources were confi- 
dent that no such thing would happen. 
But the mood of unease persists, 


heightened by a call by Vice-President 


Salvador Laurel for hardline tactics 
against the communists — a move seen 


as implicitly tilting towards Enrile's 


views. Laurel, Aquino's running mate 
in the February presidential poll, has 
become increasingly unhappy about 
the treatment he receives from 
Aquino’s inner circle. — James Clad 
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Balweg: peace promises. 


that Unido and PDP-Laban merge has 
led to speculation that Laurel is now 
seeking a tactical alliance with Enrile. 
Meanwhile, everyone from the CPP to 
the KBL is openly speaking about elec- 
toral coalitions that might, on the 
centre-Left, group PDP-Laban, minor 
social democratic parties and the PnB, 
while the NP, PNP, KBL and even 
Unido might do something similar on 
the Right in response. 

Fourthly, will the government's 
Commission on Elections, thoroughly 
compromised under Marcos, be ready 
for an honest count? Political Affairs 
Minister Antonio Cuenco told the 
REVIEW on 26 August that reform of the 
commission could be achieved in time, 
but doubts persist. 

Fifthly, what about the expense? 
Given the strong bent towards patron- 
age, Philippine elections have become 
enormously expensive. Reformists urge 
separating the central bank from politi- 
cal pressures that, at the last election, 
prompted accusations that billions of in- 
flation-generating pesos flowed into the 
economy. 

Other questions turn on other effects 
that bunching local and national elec- 
tions will have. Can voters cope with 
formidably long candidate lists? Pimen- 
tel said recently that bunching could 
double electoral supervision costs. 
Worst of all, an all-in election could 
cause a flare-up of violence during local 
elections that could carry over to the na- 
tional contests — harming, vet again, 
the country's image abroad. R) 
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emily La Lau in Macau 


high-ranking Macau official says 
|. Portugal may pull out of the en- 
ve if it fails to get what it wants in the 


the future of Macau began in June 
id the second round was held in Pe- 
g earlier this month. The third round 
‘be held in October. — 

ortugal’s major sticking point in the 
s is the change-over date to Chinese 
>, which. they want to occur after 
the year China resumes sover- 
gntv over Hongkong, Macau's Secret- 
r Economics, Finances and 
m, Carlos Monjardino, told the 
/IEW. Monjardino, number two in 
e new Macau administration — which 
ed from Lisbon in May — is said to 
ield more day-to-day power than Gov- 
nor Joaquim Pinto Machado. 

— leading pro-Peking community 
eader, Ma Man-kei, said China will 
definitely heed Portugal's request and 
Macau will be returned to China after 
1997 but before 2000. Ma is a member 
of Macau's Legislative Assembly and 
also serves on the Chinese National 
People's Congress standing committee 
and the Chinese People's Political 
onsultative Conference standing 
ymmittee. Since the Macau talks 
began two years later than the Hong- 
kong ones, he said, it is reasonable for 
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ded in smoothing the feathers 





adown ) 
whe both aovennente. [ocn 
lurable peace package to end 








the thrust of the present ef- 
ire the participation e of the 
armed Tamil | 





ts believe that 
its muscle to 
the t n egotiating table. 






Irrent negotiations with China. Talks 


at the: Harare non- en oe 


ts from both. capitals con- 


e stoen where 


Delhi. and Colombo have suc- | 


the Macau change-over to take place - 
two years after the handover of Hong- 
kong, that is, in 1999. 

Monjardino stressed the Macau 
problem was "completely different’. 
trom that of Hongkong and should not 
be compared with it or related toit. “We 
will withdraw [from Macau] early if we 
are not happy about the way things go. 
We have nothing to lose and we don't 
want to lose face . . . like the British 
being kicked out of Hongkong," Mon- 
jardino said. In August last year, former 
governor Vasco de Almeida e Costa 
made a similar threat of an early with- 
drawal (REVIEW, 22 Aug. '85). 

A Macau Government official said 
Lisbon's best card in the talks is the 
prosperity and stability of Hongkong, 
which China risks jeopardising if Por- 
tugal does pull out of Macau prema- 
turely. Monjardino said Peking has “re- 
sponded favourably” to Lisbon's re- 
quests and expects major issues to be 
decided between November and the 
end of Januarv 1987. Ma predicts there 
will onlv be five rounds of talks over six 
months, compared with the two-year 
Sino-British negotiations over the fu- 
ture of Hongkong. 

Monjardino admitted the Portuguese 
have not done much for Macau in the 
past 400-odd years but said now they 
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Dwelling on devoluti ion 
vith india’ S help, Colombo tries 9 sell its. poors plan 
press of a letter Premadasa wrote him 


following a private meeting, used some 
"strong rhetoric. Subsequent high-level 


e | diplomatic contacts were aimed at. 


pti ne 


mending the fences and also. paving the 


way for the next round of negotiations 


in October. 


Diplomats regard. these contacts as 
crucial and say that Colombo is anxious 
to broaden participation by including | 


not only the Tamil militants but also 


some of the Sri Lankan opposition par- 
ties. These parties helped the peace ef- 


fort by cooperating with the Political | 


Parties Conterence (PPC) which Presi- - 


dent Junius Jayewardene used as a de- 
'vice for achieving a broad consensus on 
| the peace package. | | 

it 18 clear that former : 
Ban- | h i; 


However, 
im minister — Sirimavo 
dar inaike" S Sri Lanka Freedom Party 
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lands and other develo oment p je os 


lem? They have 


pn 
B We will do them if p S 


tugal does not get any advar | 
being in Macau,” hesaid. © . ^ 

The idea of building an Saport- in 
Macau was first mooted in the 1960s and 
has been talked about bye very: adminis- 































































airport. on Taipa island ouk 
HK$1 billion. (US$128 millio and 
would have a 2.8-km runway — hardly 
long enough to take wide- bodied jumbo 
jets. It would be privately financ 
10% of the cost is to be borne 
Macau Tourism and Amusemei 
and another 10% by the Macau Gov 
ment. 
| Monjardino said a decision will. be 
taken in six months’ time and the airport 
will take three years to complete. He 
also said he understands that the pr 
posed Chinese airports in nearby ‘Zhuhai 
and Shenzhen special economic zones 
— near Hongkong — will not. be built, 
but Ma said the Chinese have not ‘yet 
decided on the Macau or Zhuhai P D- 
jects. | | 
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Axe Pürtigaeié sticking. Point, 
Monjardino. said, is the preserva- 
tion.of Portuguese culture and. lan- 
| guage. "We want to be assured that Per- 
| tuguese will. continue to be an official 
language here. after we dre gone. We 
also intend to provide financial help. to 
Macau on cultural and social projects 
after our departure," he said. 
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(SLFP), the country's major opposition 
force now leading the campaign against 
the peace package of. devolution, will 
remain non-cooperative. The SLFP, 
which kept out of the PPC, is now òr- 
chestrating the. opposition which in- 
cludes an influential section of the : 
Buddhist clergy. b 
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A. “Harare, Gandhi semonded toa. 
press conference question on the . 
Sri Lanka situation with the remarks: 

“We just don't know what the Sri Lankan 

Government is doing. Do they really 
want to do something or do they want to 
dither for another six to seven months 
or a year and kill. 1 mo ople in Sri 
enn Lankan 
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guts, they- havet 
and step out and do it. If they don't like - 
.to have our help on this, we are. quite 
willing to withdraw and do. nothing- W 
have been. a cused of having c i 
i e are no training. camps p. 
: )rextremists; for erroristsin 
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~ He said the Chinese cannot replace 
the present administration quickly, as 
there are very few Chinese working in 
government. “Our policy is to give 
priority to those born. in, Macau, but 
there are few local people available be- 
cause many study abroad and do not 
come back. On the question of lan- 
guage, many Chinese are learning Por- 
tuguese. They have to. learn Por- 
tuguese, there is no question of turning 
everything into Chinese,” Monjardino 
said. : 

He is frank about using the talks to 
secure commercial interests for Por- 
tugal: "We want an agreement with 
China for certain projects, such as en- 





Gandhi said that he had seen Prem- 
adasa in confidence at Harare. The 
letter Premadasa wrote him “purport- 
ing to record their discussions" as the 
Indian media had it, had been deliber- 
ately released to the press. “This will 
make it very difficult for us when I get 
back," Gandhi said. Premadasa, while 
maintaining that there was nothing sec- 
ret in the letter, has freely conceded in 
his subsequent parliamentary state- 
ments that Sri Lankans must appreciate 
that the Indian prime minister finds it 
difficult to help Sri Lanka to resolve the 
conflict without the support of Tamil 
Nadu, the southern Indian state popu- 
lated by 55 million Tamils. 

Sources in Colombo said that Prem- 
adasa's first parliamentary statement 
following his return from Harare had 
been cleared by Jayewardene. Prem- 
adasa, who said that nobody need be 
agitated by Gandhi's press conference 
remarks, stressed that there was no- 
thing to be gained by harping on the 
past. 

Gandhi, he pointed out, had said 
what he did when he was upset over the 
Karachi aircraft hijack in which several 
Indians had lost their lives. “Whatever 
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Pinto Machado; Monjardino; Ma: face-saving for Lisbon. 


gineering, road and bridge-building, 


things which we are exceptionally good 
at. We also want to keep commercial 
links with China so that we can sell our 
products and services." 

Monjardino said these things will not 
be written into the agreement on Macau. 
It would be a *gentlemen's agreement" 
but nobody should try to hide it, he said. 
Such agreements are good for Macau 
because Portugal expects to do them 
through Macau. “We want to build up 
the infrastructure here so that we can 
use Macau for these links when we are 
gone. But if Macau cannot do it, we 
will deal directly with China,” he 
said. 


the reason for his replies, I am quite 


confident that Sri Lanka has the assist- 
ance of Mr Rajiv Gandhi and his gov- 
ernment," Premadasa said, in a con- 
ciliatory gesture. Predictably, the 
SLFP, whose hostility to Premadasa is 
an open secret, seized the opportunity 
to suggest that the prime minister lacked 
the diplomatic skills of negotiation. 


However: Jayewardene said in a 
speech on 14 September that 90% 
agreement has been reached with the 
Tamil United Liberation Front 
(TULF), the moderate group with 
which Colombo has been negotiating 
the devolution package. He said that 
the government intended introducing 
legislation to set up the provincial coun- 
cils which will be the units of devolution 
once the Indian Government, the 
TULF and the armed groups agreed to 
the package. 

While the TULF had indicated pro- 
gress during its discussions in Colombo 
last month, the armed Tamil groups 
have not yet indicated any willingness 
for compromise. In a recent interview 
with the Madras-based daily, The 
Hindu, Velupillai Prabhakaran, the 





The rights of the Macanese — locally 
born Portuguese or people. of mixed 
blood — will also be taken care of, 
Monjardino said, though the transition 
will not be easy for them. “The Chi- 
nese must give them equal rights,” he 
said. 

A Chinese Legislative Assembly 


deputy who declined to be named said | — 
the Portuguese were “day-dreaming.” | 
The new administration did not know | 


the political realities of Macau and 


would be long gone before any of their | : 


projects materialise, he said. He also 
hit out at the Portuguese for failing to 
listen to the wishes of the local 


_ Chinese: “They only care about the 


Macanese, we are left to fend for our- - 


| selves." 


A reliable source in Hongkong, close 


to official Chinese thinking, said Peking | — 
was willing to consider the pride and re- | 


quests of small countries such as Por- 
tugal, but he thought Monjardino's 
posturing was an attempt to save Lis- 
bon's face and to show the Portuguese 
could drive a hard bargain. 

"At the end of the day, when the 
Portuguese get what they want, they can 
say they have fought for them,” the 
source said. However, he said there is 
no question of China taking back Macau — 
in the 21st century. “We also have to 
take care of Britain's face. We don't - 
want the Hongkong people to blame the ` 
British for failing to negotiate a longer 
transition than the Portuguese," he — 
said. However, he foresees no major 
problems with the Portuguese: “They 
are not as shrewd and tough as the Bri- 
tish, we have no problem cooperating 
with them," the source said. 


leader of the Liberation Tigers of Tamil 
Eelam (LTTE), the militarily most 
powerful separatist group, made clear 
that he has not retracted from the 
separatist demand. 

Prabhakaran argued that even with 
the negotiations confined to a 
framework of provincial councils, Ban- 
daranaike was mounting strong opposi- 
tion to the proposals. The LTTE leader, 
of course, has to take account of India's ~ 
thinking. Prabhakaran has said that if : 
either Jayewardene or New Delhi can 
point out an alternative to the separate 
state, "we would put it before our peo- 
ple and only if they approve can we con- 
sider changing our stand even to an ex- 
tent." 

But diplomats believe that India has 
the ability to bring the militants into 
line. Once Tamil Nadu Chief Minister 
M. G. Ramachandran returns to Mad- 
ras from the US where he is receiving 
medical treatment, moves towards get- 
ting the militants into next month's talks 
are expected. Jayewardene and Gandhi 
will meet in Bangalore for the next sum- 
mit of the South Asian Association for 
Regional Cooperation in November, 
when a final deal could be struck. oO 
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_ Film-makers battle wth 
sex, laws and indifference 


By Luis H. Francia in Manila 


W ith the ouster of Ferdinand E. 
Marcos’ regime and its replace- 
ment by the civil-libertarian govern- 
ment of Corazon Aquino, Philippine so- 
ciety is in equal measures gripped by un- 
certainty, confusion and optimism. The 
movie industry has adopted a conserva- 
tive wait-and-see attitude, choosing to 
rely on formula films. These post-rev- 
olution times have yet to produce works 
like Lino Brocka’s Bayan Ko, Marilou 
Diaz-Abaya’s Moral, and Ishmael Ber- 
nal's Manila by Night, all martial-law 
era films that in various ways probed the 
social and moral conditions of contem- 
porary Philippine society. 

Of these directors, only Diaz-Abaya 
is working on a film, one that centres on 
the February uprising and its effects on 
the friendship between two army offic- 


_ | ers. Until recently, Brocka, as a con- 











stitutional commissioner, had his hands 
full helping draft the new state charter. 
He resigned in protest over what he be- 
lieved to be anti-nationalist provisions. 
Bernal has for the moment chosen 
the relative security of TV, directing a 
daily half-hour dramatic soap opera, 
Manila. A number of other film people 
have also opted for TV, notably 
scriptwriter Ricardo Lee and director 
Laurice Guillen. The two have collabo- 
rated on a TV pilot Desaparecido ( Mis- 
sing), based on the actual story of a vic- 
tim killed by a repressive regime. 

Lee confesses to once “hating TV, 
but now finds it ^more exciting." Ac- 
cording to him, because of martial law 
and the February uprising, people have 
been “politicised. Yet movies show the 
same old thing. Whereas on TV, we're 
seeing new things, real things.” 

One type of movie has flourished: 


5,9 


the bomba film. This type of picture re- 


lies on the fleshy charms of nymphets 
(known as “bold” stars) and bears such 
titles as Hubo (Naked), Aaaaaray! 
(Oooooow!/!), or Flesh Avenue. Al- 
though none have been very successful, 
these films do earn tidy profits for their 


_ producers, many of them independent 
and, in the words of an industry out- 
sider, “fly-by-night.” 


Indeed, certifiable hits have been 
few and far between. Currently, only 
two local films are showing healthy box- 
office receipts: Viva Films’ Sana’y 
Walanang Wakes (Wishing there were 
no end) — an adaptation of the hit 
Broadway musical Dreamgirls, based in 
turn on lives of The Supremes — and 
Muslim Magnum .357, an action flick 
boasting that perennial box-office draw, 





Fernando Poe Jr. And if advance re- 
ports about a Gallaga fantasy film Once 
Upon a Time, now in the last stages of 
production, are accurate, then the in- 
dustry will soon have a blockbuster. 

Most people in the film industry 
agree that something has to be done 
about the proliferation of sex movies, 
which require a minimum of invest- 
ment and acting ability. A “quickie” can 
be shot in 10-12 days. Such films, it is 
felt, hamper the long-term develop- 
ment of a diverse and viable industry. 

To bring bomba producers into line 
is one of the tasks the newly appointed 
chairman of the Movies 
and Television Review and 
Classification Board 
(MTRCB), businessman 
and publisher Manuel 
Morato, has set for him- 
self. Morato is concerned 
about a decline in public 
morals “especially,” he 
says, “when 69% of the 
population is 24 years and 
under.” He and the 
MTRCB face the enorm- 
ous task of policing more 
than 1,200 theatres spread 
out over the archipelago. A 
particularly dubious prac- 
tice followed by a number 
of theatres is to screen X- 
rated excised portions of 
bomba films right after the 
approved version is shown. 

Morato says that if of- 
fending producers do not 
desist, he and the board 
will simply refuse to screen 
bomba films. (A film cannot be released 
without the board’s imprimatur.) 
Morato describes himself. as “quite 
broad-minded.” He intends to em- 
power various civic groups like the 
Catholic Women’s League, People’s 
Unrelenting Solidarity Organisation, 
and Knights of Columbus to serve offi- 
cial warnings to theatre owners who vio- 
late beard guidelines. He has reached 
an agreement with the Ministry of Jus- 
tice for its prosecutors to help MTRCB 
deputies indict producers and exhibitors 
of porn films. 


W hile the board’s moves to clean up 
the film industry have met with ap- 
proval, the question of censorship re- 
mains a difficult one. The memory of 
repressive and inconsistent policies pur- 
sued during the Marcos years by the 
censorship board — then headed by the 


mache wine" d ex-senator, 
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ex-beauty 
queen Maria Kalàw Katigbak — is still 
fresh. Some fear Morato and the cur- 
rent MTRCB may just be following 
Marcos-style policies, particularly Mar- 
cos' presidential decree number 1986, 
which among other ambiguous provi- 
sions, enables the board to censor films 
that encourage rebellion and sedition. 

Recently the board ordered the dele- 
tion of two scenes from an MTV clip 
aired daily: one shows the American 
flag being burned during a demonstra- 
tion, the other depicts a painting of the 
Marcoses being slapped during the Feb- 
ruary revolt. What is the rationale? The 
first is deemed insulting to another na- 
tion, while the second, as Morato puts 
it, *is weak, vindictive and against the 
stand of reconciliation of the Cory gov- 
ernment." 

Concerned Artists of the Philippines. 
a disparate group formed in protest over 
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Marcos’ repressive decrees, finds this 
disturbing and claim that it exhibits 
Marcosian tendency to alter and distort 
[history] in order to make it more palat- 
able to the ruling elite.” Manila Chroni- 
cle news columnist Petronilo Bn. Daroy 
hos characterised the board's decision 

as "stupid nonsense," indicating "a di- 
rection of revising history 
Scriptwriters Lee and Jose Lacaba are 
similarly. put off. Brocka declared that if 
the board proved to be “arbitrary, 
whimsical and capricious, we will rally 
[and] take to the streets.’ 

There are also industry people who 
would rather the censors just folded up 
their tents and left. Director Tikoy 
Aguiluz, who has just come out with a 
documentary on the rebel priest Fr Con- 
rado Balweg, believes that *the best 
board is one that does not do anything. 
They really can't help the industry." 
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‘Echoing this sentiment is Gallaga who 
professes to hate all censors, and makes 
the point that “it’s even worse when you 
have liberal censors because it just 
sugarcoats it." Producer Armida Sigu- 
ion-Reyna, who herself. served on the 
board prior to this one, thinks any cen- 
sorship board is in à no-win situation, 
citing the uniform practice of /agay, or 
bribery, where alleged violators go scot- 
free. “Cases have been filed but after all 
these years, no one has ever been suc- 
cessfully prosecuted." She suggests lift- 
ing censorship altogether. "Try it for 
three years. If it doesn't work, bring it 
back." 


nother issue, though less volatile, 

that provoked much discussion with- 
in the film community was the proposal to 
create a National Film Commission. 
This idea was advanced by the govern- 
ment-appointed Task Force on Film, 
meant to take interim charge of all gov- 
ernment film-related agencies. Headed 
by veteran director/producer Cirio San- 
tiago, and including among its members 
critic Augustin Sotto and Pete Lacaba, 
the task force wants the commission to 
be a body that would mainly coordinate 
the activities and functions of such 
bodies as MTRCB, the Video Regulat- 
ory Board, the Film Fund, the Film Ar- 
chives, and the Movie Workers' Welfare 
Fund. The task force is also pushing for 
deregulation, privatisation, and the rec- 
ognition of creative freedom. The task 
force would in addition replace the 
MTRCB with a Film Classification 
Board, two-thirds of whose member- 
ship would come from the film industry. 

According to Santiago, the idea of a 
Film Commission is currently in limbo, 
which he says is *understandable given 
the more pressing problems facing Cory 
Aquino." 

Meanwhile, the Philippine film in- 
dustry continues to face a host of prob- 
lems, many. of them common to de- 
veloping countries: less than state-of- 
the-art technology, limited capital avail- 
ability, and the continuing impact of the 
Hollywood film as a model. Some of 
these problems can be solved by the 
government. The local movie industry is 
one of the most heavily taxed, about 29 
centavos for every peso. And film stock 
is still thought of as a luxury item and 
correspondingly taxed. Santiago feels a 
more equitable rate would be 16%. 

Then there is the problem of film 
preservation. The government's and the 
industry's approach to conserving cellu- 
loid works is, kindly put, lackadaisical. 
Sotto, an archivist as well as a critic, 
warns that "unless something systema- 
tic is done, even films from the early 
1970s will be lost. Already, many post- 
war films have been irretrievably dam- 
aged." The lamentable indifference on 
the part of the industry towards its own 
history shows how deep the need is to 
change its attitudes. But that may re- 
quire another revolution. ii 
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to Aquino's Juliet 


| Bongbong and Kris exchange sweet words in front of the TV cameras. — 


wheel-chair, dead. He is buried next to Ninoy Aquino. Imelda, who had be- 
come a nun in Mindanao, joins Cory in the cemetary. Cory places a yellow. 


:  miraculously achieved. 


- : Kris Aquino; Manila Cultural Centre: soap opera finale. 


.sationalism and frivolousness. Politicians and movie stars are interchange- 


_ it has been attacking. Good satire is an exaggeration of reality, not an escape - 
_ from it. It is as if, at the last moment, the writer of this play could no longer _ 
bear the messy reality he was spoofing and decided to bail out, like a pilot with © 
a sudden fear of flying. | | oo 
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W e are in 1991. Cory Aquino is still president of the Philippines. Her 
daughter Kris has become a movie star. Ferdinand ‘Bongbong’ Marcos Jr 
is in the hills leading “loyalist” guerillas. With the help of former TV newscast 
er and Marcos tuta (lapdog) Ronnie Nathaniels, Bongbong kidnaps Kris to” 
get Cory to let his dad back into the country so that the old man can die on his 
native soil. Kris falls in love with Bongbong. Cory is not pleased, so the couple 
stage People Power II. Camp Crame is surrounded by shrieking fans and 


Marcos comes back, makes the V-sign, wets his trousers and falls off h 


























flower on Marcos’ grave. Imelda puts a red one on Ninoy’s. The two women. 
embrace. Reconciliation, that most elusive quest of the Philippine nation, i 


To one who has spent several weeks perusing the headlines of Filipino 
newspapers each day, this does not sound so absurd. The notion is odd, not to 
say unlikely, but it has the ring of Filipino truth — as elusive as reconciliation. 

It is in fact the plot of a very successful play, entitled Bongbong at Kris 
written by Bienvenido Noriega Jr. It was performed to packed house 
throughout August at the Cultural Centre of the Philippines, which, as ok 
hands will recall, was one of Imelda's white elephants. 
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The acting is superb, the production skilful and the text in parts extremely __ 
witty. It shows yet again how Filipinos are perhaps the only Asians with a sense - 
of humour — different from a sense of fun. Like Jews, perhaps for similar 
reasons, Filipinos can laugh at themselves. This is of course the perfect way to 
pre-empt others laughing at them first. p 

Most of the play is satirical, sparing no one, not even the president herself, 
who, in the midst of chaos, is forever talking about Ninoy, “keeping my op- 
tions open" and “the hand of God.” The fun is not without its bite. As the cri- 
tic at the Philippine Daily Inquirer wrote: *Laughter burst forth, but it is a ner- 
vous kind of laughter. The brickbats hurled at President Cory's inability to 
speak extemporaneously and understand fully her prepared speeches is amus- 
ing, but certainly not funny." The play is bitterly funny about sycophancy, se 


able. Public life is depicted as an endless gossip show on TV. C 

If the play has a weakness, it is a particularly Filipino one. Near the end the - 
play stops being funny, or even amusing; it becomes sentimental. The recon- - 
ciliation scene strikes one as pathetic; the wishful thinking of a people with a 
great gift for perceiving reality as they think it ought to be. This is jarring, be- 
cause it is a soap opera finale of a play. that, though fanciful, is extraordinarily | 
honest — as one Filipino critic pointed out, it ends up becoming the very thing 


— lan Buruma — 
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Strict censors make |! 





for good neighbours 


By Margaret Scott in Hongkong 


tale of bad blood in the Hongkong 

police force, of tensions between 
White cops and Chinese cops is a story 
director Po Chiuh Leong wants to capture 
on film. The ingredients of corruption, 
racial rifts and the collapse of colonial 
control fire his imagination. There is a 
snag, however: “When I think of the 
new censorship law, the idea dies,” says 
Leong, who directed Hongkong 1941 and 
Ping Pong. *It would be banned." 

A new film censorship law is being 
written in Hongkong, to the disquiet of 
a handful of film-makers, writers and 
producers in the territory. Thisisa time, 
they say, when the Hongkong Govern- 
ment should be bolstering free expres- 
sion, mustering protections in the years 
left before Hongkong becomes a part of 
China in 1997. Instead, they say, the 
government is taking the opposite tack. 

In October, the decision-making 
Executive Council is to review the pro- 
posed law which would put on the books 
censorship standards in place of the 
existing non-binding guidelines used by 
government censors. In particular, the 
ire of opponents has focused on the in- 
clusion of standards that would legislate 
the banning of films deemed harmful to 
the public good, or those which incite 
contempt of the system of government 
and administration of justice. 

"Perhaps the government can justify 
censorship of sex and violence. But 
there is no justification of political cen- 
sorship," says Leong. Already, he 
adds, it is hard enough to make risky, 
more-than-entertainment films. The 
1997 issue and relations between Hong- 
kong and China, are virtually taboo 
topics among the moneymen of movies, 
according to many directors and writers. 

The proposed law portends even 
more caution in Hongkong's wary film 
world, says Li Cheuk-to, editor of the 
magazine Film Bi-weekly. Along with 
Leong, Li has been calling for pro- 


| tests against the proposal. These days, 


Li says, the censors are perceived as re- 
latively liberal. It is true that AA Fu, a 
film of three stories set in Taiwan, 
China and Hongkong, was banned last 
year because it would “adversely effect 
relationships with neighbouring coun- 
tries." While a film bound to outrage 
China still will be banned, the bound- 
aries of permissible irritation have ex- 
panded, Li says. 

But censors come and go, especially 
after 1997. *Why put into law an op- 
pressive standard that allows for politi- 
cal censorship? It doesn't make any 
sense," says Li, adding that the secrecy 


surrounding the revamping of the cen- . 


sorship law is equally nonsensical. For 


50 


months, officials from the Government 
Secretariat and Legal Department have 
been devising drafts: of the new law, 
none of which have been publicised. 

Government officials have spoken of 
the exercise as one designed to liberalise 
censorship by creating a classification 
system so that films previously banned 
or cut can be shown only to adults. 
These officials, Li says, have failed to 
add that the proposed law also includes 
specific censorship standards, including 
political censorship. Li thinks the over- 
sight was deliberate. 

For his part, James So, who as sec- 
retary for administration services and 
information oversees censorship and 
the rewriting of the law, dismisses the 
complaint. It has not been published be- 
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- have a situation of someone producing a 


film that would so discredit the police 
force, for example, that public confi- 
dence is undermined.” He added that 
from the government’s point of view, 
banning a moyie.is justified “if it sows 
the seeds of social discord.” 

This point of view angers many. Cen- 
sorship is not-a. theoretical worry. 
Filmgoers in Hongkong have grown 
accustomed to rough cuts of sex or vio- 
lence considered out of bounds by gov- 
ernment censors. And 10 films were 
banned outright in 1985 and eight in 
1984, mostly for unacceptable sex and 
violence, says Pierre Lebrun, the chief 
censor, who describes his role as reflect- 
ing public opinion culled through 
periodic polls and an advisory group. 

Occasionally, movies with what Le- 
brun calls inappropriate themes are ban- 
ned, such as a Taiwan film, Alliance of 
the Hung Sect, which was knocked out 
of circulation in February because the 
censors decided it glorified triads. 
Then, films such as Ah Fu and The Cold- 
est Winter in Peking do not make it past 





Leong; a scene from his Hongkong 1941: new censorship snag. 


cause it has not been approved, he says. 
And, he claims liberalising censorship 
will be one of the byproducts of the new 
law. So says an outcry from parents 
about too much sex and violence on the 
screen spurred the new law which will 
introduce three categories of movies: 
one for general audience, one not suita- 
ble for children and one which will re- 
quire theatre operators to turn away 
anyone younger than 18. 


o said that in drafting the new law it 

was decided to give the force of law 
to the censorship standards, including 
those considered to be political. “Politi- 
cal censorship is not new. It is part of 
the guidelines and while 1997 means 
that any talk of censorship is taken as a 
threat to freedom, the government also 
has to be responsible," says So. "If you 
leave out political censorship, you may 


censors chary of displeasing Peking. 

Law Wai-ming, a Hongkong director 
who made the second part of AA Fu 
about a young man returning home 
from forced labour in China's coun- 
tryside, says the role of the censors in 
Hongkong has been too easily accepted, 
becoming yet another factor in setting 
an unadventurous cultural tone. “We 
already have self-censorship, guessing 
what the censors will object to. It will 
only get worse," says Law. 

Leong says his story of the police 
probably will never be made. “It’s really 
frightening. We have had to look over 
our shoulder and worry about Peking 
for a long time. Now it seems if I want to 
make a movie critical of the police de- 
partment, I can't do it in Hongkong." 
Hongkong has never nurtured critical 
art, popular or high-brow. It does not 
seem that this is about to change. Oo 
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anpor: logistics, distribution: call it 
what you will, the business of getting a 
load of cargo from Point A to Point B often 
comes down to the basics - like a trucker 
hauling freight through a snow-covered 
mountain pass. His job is to get the shipment 
to its destination on time 
and in perfect condition, 
and sometimes his personal 
initiative can make a crucial 
difference. 

ScanDutch knows. We've 
built our organisation 
around dedicated people. People who demand 
more of themselves than do even our most 
demanding customers. We think it helps 
explain why today we're both the largest 
single line in the trade and the one with the 
lowest rate of claims. 

Consider all we can do for you. Seven 
years ago we unveiled the first weekly con- 
tainer service between the Far East and 
Europe. Today we can put a total distribu- 
tion network at your disposal: With weekly 
calls to all the key ports on the route; with 
inland links by road, rail or feeder vessel - 
all closely coordinated with our deep-sea sail- 


ScanDutchY 


When you’re demanding 





Regional Office, Hong Kong: 
ScanDutch Limited, Far East Management 
Tel.: 5-8921808 


ings; and with “door-to-door” delivery and 
the peace of mind that brings. 

In 33 countries on two continents, you can 
call on a ScanDutch Agent, whether you 
need business information on a new market 
or help with customs clearance procedures. 
Should you need the profes- 
sional touch - to pack a con- 
tainer more economically or 
stow a piece of dangerous 
cargo — you can draw on the 
expertise of a ScanDutch 
Stowage Advisor. Plus there 
are all our "special" services: freight consoli- 
dation and re-consolidation, total distribution 
cost analyses, project cargo handling, etc. 

Demanding? Yes, yet well worth the effort. 
There's hardly a prominent shipper on the 
route that hasn't logged a transport mile with 
ScanDutch. And there's been the satisfaction 
of watching our competitors slowly get round 
to introducing fixed weekly service: imita- 
tion, as they say, being the highest form of 
flattery. All across Europe and the Far East, 
ScanDutch continues to deliver the goods. 
We have to - we have the most demanding 
customers in the business. 


In China, Svstem 
with ita whole new 
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12 is bringing 
technology. 
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In Beijing and other Chinese cities, ITT 
System 12™ is not only the world's most advanced 
digital switching system. 

It also happens to be the entry into some 
rather sophisticated technology, which countries 
everywhere welcome these days. 

That's. one big reason why the People’s 
Republic of China (PRC) chose System 12 for their 
first long-term, joint venture in digital switching 
systems. 

The PRC wanted to team up with a company 
experienced at working with local partners. 

Meaning ITT, through our Belgian subsidiary, 
Bell Telephone Manufacturing Company in 
Belgium. 

In country after country we've demonstrated 
aunique ability—not just at building effective 
telephone systems, but effective working 
relationships as well. 

Some 13 countries already have our System 12 
in service—well over | million equivalent 
lines’ worth. 

AtITT we can supply our customers with 
everything that’s involved with communications 
—from switching systems to digital PABXs, from 
transmission networks to personal computers. 

And along the way, we help create something 
just as important as advanced telecommunica- 
tions sytems: local involvement. 


So, as China grows, 
System 12 grows with it. 


© 1986 ITT Europe, Avenue Louise 480, B-1050 Brussels, Belgium 
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1." Whos putting the fizz 


into Taiwan's soft drinks market? 


around the world, they chose Chase. 

They knew that wherever in the world they might 
require commercial or investment banking services, 
only one bank had the financial strength, size and 
global network, combined with the ability to deliver the 
best financial solutions quickly, without bureaucracy 
and with perfect co-ordination. 


Marketing know-how and product quality. Just two 
factors which have contributed to the Hey Song 
Corporation's dynamic growth and made their products 
brand leaders in nearly every sector of Taiwan’s highly 
competitive soft drinks market. 

Ten years ago Hey Song needed a bank that could 
help them grow. Like many other major corporations 
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Today, Chase is helping Hey Song identify new 
market opportunities. We finance their plants. 
We arrange Letters of Credit for imports, and we even 
advise them on sourcing for the most cost-effective 
packaging. 

Chase's global banking capability. Integrating 
financial strength, size, international network and 
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industry knowledge with the broadest range of 
commercial and investment banking products, it's what 
sets us apart from other financial institutions in the 
world. 

No matter how complex your financial needs may 
be, one thing is simple. 

Which bank to choose. 


CHASE 
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The Mandarin, Jakarta. 


Our location is only one of 
our strengths. 





WWF Kojo Tanaka/BCL 


The 
Giant Panda 


needs your help 
to survive 


© base every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
















Being the 
one hotel situated in 


Jakarta’s business centre bamboo. 
certainly presents obvious But that's just one of the problems facing the 
Panda. 


advantages. IS 
, 8 To ensure that it has a future it is vital to 


preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People's Republic of China. 


WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves— Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money— your money. 


For one thing, it will leave 
you with ample time to work out in our 
superbly equipped health centre. 


You'll be quite taken, too, by the other 
considerations that we've shown the executive 
traveller. 

In the furnishings of our unusually 
large rooms for instance. And having Jakarta's 
finest continental and Chinese restaurants within 
the hotel. 

Service standards throughout the hotel reflect a 
major investment in staff training. So that you will enjoy 
the same degree of excellence that is synonymous with The 
Mandarin, Hong Kong and The Oriental, Bangkok. 


A member of Mandarin Oriental Hotel Group Dlsasé soni contFibutions te die WWF 





Hong Kong: The Mandarin. Manila: The Mandarin. Jakarta: The Mandarin. National Organisation in your country or direct to: 
Vancouver: The Mandarin. San Francisco: The Mandarin (1987). WWF International, 1196 Gland, 
Bangkok: The Oriental. Macau: The Oriental. Switzerland 
' Singapore: The Oriental (1987). Kuala Lumpur: The Oriental (1987). i 
THE MANDARIN Hong Kong: The Excelsior, an associate of Mandarin Oriental. 
JAKARTA For reservations, call TheJeading Hotels of thWorld or your travel agent. WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
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Victor Hasselblad AB, Box 220, 8-401 23 Göteborg, Sweden 


Ohine & Co, Marstrand. Sweden 
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MILITARY 


Superstars out of nowhere 


PAVN: People’s Army of Vietnam by Douglas Pike. Brassey's Defence Pub- 


lishers, Oxford. £18.95 (US$28.30). 


Tos People’s Army of Vietnam 
(PAVN), the world’s third largest, is 
in trouble. With more than 1 million 
regulars and (in a population of 58 mil- 
lion) perhaps another 2 million serving 
in paramilitary units, it is fending off 
China in the north with one arm, oc- 
cupying a hostile Cambodia with the 
other and treading out the slow-burning 
fuses of insurgency with both feet. 
PAVN is finding the tasks exhausting 
and cripplingly expensive even with 
Soviet aid. 

By showbiz standards PAVN has got 
to be a military superstar. Formed in a 
cave just inside the border with China 
north of Hanoi in 1941 (not 1930 as the 
dustjacket says), its first Armed Prop- 
aganda Team (APT) went into action 
on Christmas Day 1944, killing two 
French lieutenants and capturing the 
Vietnamese garrisons of two outposts. 
PAVN's APT consisted of 30 men and 
three women commanded by a history 
teacher named Vo Nguyen Giap. 

By the end of World War II in 1945, 
when Giap's men helped the Allies by 
chivvying Japanese forces and rescuing 
downed pilots, they numbered tens of 
thousands: by 1955, after Giap had de- 
feated the French at Dien Bien Phu, 
there were 200,000 (according to the 
second page, but Pike gives the figure of 
390,000 on page 39); by 1965 when the 
Americans were pouring in, the figure 
was 400.000 and by 1975, when PAVN 
had seen off the Americans and carved 
up the Army of the Republic of Viet- 
nam (ARVN), it was 650,000. Of Viet- 
nam's 29 million males today, half are 
under 16, one in three is in or is a “rev- 
olutionary returnee" from military ser- 
vice — and PAVN is still counting. 

Coming out of nowhere, PAVN was 
nearly always alone and forever beset 
by powerful enemies and internal be- 
trayal. Pike (an acknowledged master in 
these matters) rates it as “probably the 
most astounding phenomenon of our 
lifetime . . . which frustrated three of the 
most powerful nations on earth, con- 
fused the world press [yes] and con- 
founded academia." The US pundits of 
those years had an impeccable record of 
error, indeed. 

This very thorough (sometimes care- 
lessly edited) book is of extreme interest 
and value to Vietnam buffs because an 
astonished Pike could find just 12 pages 
of notes on PAVN and no serious study 
of the organisation at all in the Pentagon 
Papers. The know-your-enemy basic 
axiom was clearly not operating, a good 
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reason why so many things went wrong 
so often. 

Pike makes much of dau tranh, a 
"singularly new kind of combat" which, 
he says, if fought under the old rules of 
war, would have seen the US declared 
winner by mid-1968. But the war was 
fought "under what might be called un- 
fair rules." The US won every battle but 
did not win the war, while if the Ameri- 
cans had lost their battles they would 
have lost the war. Yet, if the insurgents 
lost battles they could fall back on a 
temporary stalemate without being de- 
feated. It was a Catch-22; they should 


Vietnamese soldiers : politics with guns. 


never have been allowed any let-up. 
Dau tranh can be described as poli- 
tics with guns: there is armed dau tranh 


and there is political dau tranh. It meant | 


carrying the struggle (if not the war) to 
their own people in what was then 
North Vietnam, to the South which was 
run by the Saigon government and even 
to the outside world, particularly the 
US. All people everywhere and of all 
ages were used as instruments of war. 
Pike does not think that such people can 
be beaten, though he admits that the 
planners in Washington never took up 
the challenge of dau tranh at all, relying 
on heavy metal to do the job. 


p i reviewer would put it differ- 
ently: Saigon leaders never had a 
chance of winning the war so long as 
they could not find enough loyal sol- 
diers or administrators to put a man in 
each village to fight back at political dau 
tranh (and military dau tranh when 
necessary). That is where the rot started 
and went unchecked. Good administra- 


tion from that day in 1954, when the 
Geneva Accord between Paris and 
Hanoi divided Vietnam in two along the 


17th Parallel, might have dampened the - 


success of the APTs which had taken ad- 
vantage of their head start 10 years ear- 


lier. They were to grow from a political |- 


force with guns to a semi-guerilla arm 


and finally turn into a full-fledged 20th- . 


century army. 


The APT was the institutional 


weapon in South Vietnam in the forma- f" 
tion of the National Liberation Front | 


and its People's Liberation Army, later 
known as the People's Liberation 
Armed Force (PLAF), whose duty it 


was to liberate the South for reunifica- |- 
tion with the North. But the PLAF took |- 
such a hammering in 1967-68 and inthe |- 
1968 Tet offensive that, by the Easter |- 


offensive of 1972, PAVN accounted for 


90% of daily combat. Meanwhile, every - 
politburo member in Hanoi went on re- |- 





cord, lying through their teeth, that 
neither Hanoi nor PAVN were involved 
in South Vietnam. 

Uncle Ho (the late president Ho Chi 
Minh) had promised “his children" in 
their hardwood helmets in PAVN that 


post-war Vietnam would be 100 times |- 


more beautiful than the one they knew. 
South Vietnam, too, after a painful 
period of adjustment, would also enjoy 


the fruits of peace. Many PAVN troops 


never believed in their heart of hearts 
that they could hold the US on the 
battlefield to a point where the GIs 
would lose interest and go home — as 
Uncle Ho said they would and as they 
did. Yet within weeks PAVN was fight- 
ing its old ally Pol Pot in Cambodia and, 
when the APT treatment failed there, 
PAVN drove its tanks across thé border 
to Thaiiand on Christmas Day 1978. 
Then, on 17 February !979, the 
Chinese invaded and stayed until 16 
March when they pulled out smashing 
everything they could see, Carthagi- 
nian-style. Last year the Chinese had 
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| nine. not end Er; divisions into Viet- 


nam as misprinted on page 86). 

PAVN's third problem is in the 
South where perhaps 25,000 insurgents 
with camp followers — mostly ex- 
ARVN men and Montagnards — have 
lain passive and ineffectual but are now 
said to be coalescing after years of 
numbness. 

Pike gives the impression of being a 
bit sniffy about PAVN’s lack of original- 
ity. However, PAVN's high command 
managed to dig itself quite a set-up right 
under the headquarters of the US 25th 
Division at Cu Chi a few miles outside of 
Saigon. PAVN had its headquarters, 
hospitals, transport and barracks under- 
neath the Americans and kept the war 
going from there, which is far from nor- 
mal on a battlefield. 


urning to South Vietnam's ARVN, 
Pike says that "even at the end of the 


— war the ARVN was basically intact.’ 
| But a.few pages earlier, he states that 


“the [ARVN] which fought so well in 
1972 did not fight at all in 1975.” Right: 


= ARVN fell apart after the first attack in 
_ the Ban Me Thuot area in the highlands. 
— But how the dickens could anyone be- 
- lieve that ARVN could fight off PAVN 


alone when it had not been able to do it 
with 500,000-plus GIs? 

PAVN had already had a near break- 
down of systems in 1974 caused by a 


_ clapped-out logistics: machine and al- 


most universal war weariness. PAVN's 
top political commissar, Maj.-Gen. Le 
Quang Do, listed seven major prob- 
lems: military command versus party 


L leadership; a general, post-war malaise 
- in morale throughout the ranks; PAVN 


officers with inadequate knowledge and 
technological skills; PAWVN-versus- 
party policy conflicts over operations 
and training; shortages and lack of stan- 
dardisation in PAVN equipment; in- 
competent junior officers, and no 


- longer state-of-the-art commissars. So 
- on 3 March 1979, the entire society was 


put back into wartime harness. PAVN 


| ean whip any other army in Southeast 


| Asia yet it cannot project its power to, 
| say, Indonesia. And why does it con- 
.| tinue to grow? 


Serving and retired PAVN men have 


| extraordinary influence on politiburo 


political decisions. But, if the party can- 
not solve basic social and economic 
problems (as they cannot now) and 
PAVN men have seen what a higher 


- standard of living means even in the de- 
- feated south where they are serving, 


- what will happen? Will PAVN take over 


E - the politburo or will the soldiers turn on 


‘| Hanoi with demands for a better life? 


E 


| 





Pike raises possibilities and rumours to 


B] mum violence on a battlefield, 


make the point that, with its great size 
and colossal capacity for creating maxi- 
it is a 
dangerous mass to have lying around 
Southeast Asia in a bad temper. 

— Donald Wise 





Sons aos the Yangtze - 


Into China’s Heart: An Emigré’s Journey Along the M River by Lynn Pan. 


Weatherhill. HK$166.30 (US$21.30). 


ess than a decade ago, when the 

door to China stood only slightly 
ajar, the two-week visitor could be con- 
fident of an eager audience for his or her 
travelogue. But China travel books 
have multiplied in proportion to tourist 
numbers, and it now takes far more than 
a visa to guarantee a publishable book. 
Remote destinations or bizarre means 
of getting about have become today's 
necessary ingredients. 

By such criteria, Lynn Pan's travels 
could seem mundane and not worth re- 
cording. While some of the places she 
visited remain exotic — Lake Ngoring 
Nor on the Qinghai plateau, for exam- 
ple — most are on the regular tourist 
beat. And she travels by ordinary 
means: plane, train and bus. But two 
things make this book stand out. First, 





Small ar aem on the Ye Yellow River. 


she is an Overseas: Chinese, which 
means that many of her encounters are 
uniquely fascinating. Secondly, she 
happens to be a very fine writer. 

Pan’s chosen path, the course of the 
Yellow River, is one laden with cultural 
memories for all Chinese. Its waters 
nourished the fertile valleys of the early 
dynastic capitals, its floods and 
droughts punctuated China's history 
with devastation and famine, and 
earned it the name “China’s Sorrow.” 
Pan’s journey, however, was not a pil- 
grimage; she was not seeking cultural 
roots or social utopias. The motivation 
for her journey was simple curiosity, to 
see modern China and to see old China, 
and her observations are a balanced 
mixture of interest, of delight, and of 
disappointment. 

Like any traveller to China, espe- 
cially those who journey alone, Pan is 





immediately. caught up on the swings 
and roundabouts of China's caste sys- 
tem for foreigners. It is a baffling sys- 
tem, with no clear-cut winners. Western- 
ers may smart at being charged double 
for everything, but seldom complain 
when given first priority on plane tic- 
kets. As an Overseas Chinese, Pan had 
to put up with being turfed out of a hotel 
room to make way for a Japanese guest, 
but she was able to gain official access to 
parts of the country a non-“hinese 
would be barred from en ering 

She received short shrift fro: - many 
in Peking, renowned for their dislike of 
Overseas Chinese. But being a Chinese 
tongbao (literally, “of the same 
womb”), gave her entrée into many 
people’s homes and confidences. One 
classic encounter, unlikely to happen to 
a non-Chinese, was when she was swept 
along by a bunch of Cantonese spivs. 
Taking her under their wing and address- 
ing her as “sister,” they hustled for her 
train tickets, talked about their dodgy 
commerce, and even tried to coax her 
into the lucrative import-export business. 

Most of the frustrations of China 
travel are familiar to Chinese and non- 
Chinese alike, and there must be few 
non-tour group visitors who have not at 
one point or another lost their cool and 
burst into helpless rage or tears. Pan's 
breaking point came after a struggle to 
board a train, her tears illiciting baffled 
stares and the whispered comment: “Do 
you think she's foreign?" 

She also reached another familiar 
nemesis, one which the two-week 
tourist might find hard to comprehend: 
the moment of overwhelming loneliness 
and boredom which comes when you 
are stuck in a city you do not lik. with 
no plane or train orbusforaday + wo, 
no one to talk to but the China : :avel 
Service bureaucrats and no place to eat 
but the hotel dining room. 

As with all the finest trave writing, 
her pen sweeps from geographica? de- 
scriptions to historical anecdotes, he 
text peppered with her reflections. {ine 
moment she ponders the slushiness, of 
contemporary Chinese romance. the 
next moment she dwells on Chin 
feit of history and the profligat 
has been treated. And of cou 
are the people she encounter 
nites, peasants, bureaucrats a 

The result is a book that i: 
not just another travel book 
excellent reading for those ab 
bark on their first China trip 
for the frequent visitor with : 
crammed full of China visas. 
most calloused China hand is 
get a lot out of it. — Theresa t e: 
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Now in its 24th year the CHINA TRADE REPORT. 


which is published monthly by the Far Eastern Econo- 
mic Review has long been recognized by leading busi- 
ness executives throughout the world as the most 
authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information | 
Covering subjects which range from foreign invest- 





ment to fashion, electronics, telecommunication,- 


engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
business with China. 


You Could Gather It Yourself 

You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 





not to mention have your own network of people re- 


porting from all the important zones in China. 


Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 
mystery and much of the risk in doing business with 
China. 


Small investment... Handsome Dividends 


Start benefiting immediately from the information-. 


. packed CHINA TRADE REPORT by. subscribing 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 


| Post this coupon today! 


Circulation Manager, 
Far Eastern Economic Review, Ltd., 
| G. P. O. Box 160, Hong Kong. 


| Please enter my one year subscription (12 issues) for 
| the CHINA TRADE REPORT. | enclose a cheque/ 
money order of made out to the Far Eastern 
| Economic Review. Or, please charge my credit card 
(tick one): 
American Express [L] 
| MasterCard O 


| (Please print in block letters) 
| Card No: 
Exp. Date: 


| Signature: 
| Name: 
| 
| 


Diners Club O 
Visa L] 














Address: 








Annual subscription rates: HK$2,310 US$300 
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SP SEOUL PLAZA HOTEL 









REFINEMENT 


Means Never Missing a Touch 














An artisan puts the final tack of pilit toa Vifitional Korean drum. 


Messages coming in all right? 

Room temperature comfortable? 

Laundry back on time? | 
The Plaza doesn't leave anything to hit or miss, 
always anticipating the guest's needs down to 
the finest. detail. 


The Plaza—in n nidtown Seoul for business access 
and commercial convenience. With an amiable 
ambiance, personalized attention, ten great 


Altogether the Plaza is proud of 
these and many more pluses to 
make the business traveller feel 
very distinctive indeed. 






23, 2-«a, Taipyung-ro, Chung-ku, Seoul 100 Korea 
Tel : 771-22 Cable: PLAZAHL SEOUL 
Telex: K26215 or K24424 Fax: (02) 756-3610 


For information and guaranteed reservations: 

B SEOUL PLAZA Tokyo Office Tel. (03)246-0234 Tix. 
2222876 GBC JAP J. Fax. (03)246-0098 B Odner Hotel 
Representatives Bangkok: Tel. 2521181 Singapore: Tel. | 
2353474 Wi Supranational Hotel Reservations Frankfurt/Main: - 
Tel. (0611)770551 London: Tel. (01)937-8033 E 
Orient/Supranational Taipei: Tel. (02)551-1111 Hong Kong: 
Tel. 5-411117 W Prince Hotels Inc. Tokyo: Tel. (03)209-8686 
Paris: Tel. 1-45-79-92-30 Bl Loews Representation Interna- 
tional Call Toli Free 800-223-0888/North U.S.A./Canada 
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By Vaudine England in Jakarta 


he Indonesian Government chose 
| the evening news on a Friday night 
(12 September) to announce a 31% de- 
valuation of the rupiah against the US 


‘the currency in eight years. Despite a 
“hi istory of official statements to the con- 
ü rary, the move highlights just how seri- 
n xusly the plunging price of oil is affect- 
n ng Indonesia’s balance of payments. 

. “We had forecast the fall of the oil 
price,’ ` said Finance Minister Radius 
Prawiro in his announcement of the de- 


such a short time period were factors left 
out of our predictions.” Prawiro went on 


and from non-oil exports were positive 
: sig ns, but not enough in themselves to 
of fset the drop caused by the price slump 
of its top revenue source. 

* — ffhe devaluation caught the business 
"community by surprise, though the 
"signs pointing to the need for a parity 
change have existed all year. The 
- budget i in January pegged its estimates 
_ of government revenue to an average oil 
price for the year of US$25 a barrel. 


so far this year. 

— Indonesia has resorted to large-scale 
de evaluation twice before in recent 
| ea rs. In November 1978, the rate was 
from US$1:Rps 415 to US$1:Rps 
623: in March 1983, the rate was cut 
Eon US$1:Rps 703 to US$1:Rps 970. 
The rupiah was valued at US$1:Rps 
1.134. before the latest devaluation. 
| Now, a dollar buys Rps 1,644. 


was able to achieve their aim of boosting 
of the extra revenue intended to flow to 
i 'oducers was instead absorbed by in- 
t feased payments — both above board 
RE pd corrupt — to various middlemen. 
_ The government is apparently hoping it 
vill be luckier this time. 

The government appears to have 


levaluations, and managed to keep this 
moye so secret that though capital out- 
if low was slightly up in the week preced- 
ing the devaluation, it was not up so 
Hai fh as to suggest speculative buying of 
foreign exchange. 

. The result for bankers — who always 
Í stay well-covered in the Indonesian 
| market. — was a happy weekend of 
| D oney- -making. Traders predict a move 
| back into rupiah for many investors. 
pre demand for rupiah to finance 


dollar — the third major realignment of. 


pressures. One noted that ‘ 


vi aluation. “But such a drastic fall and in ` 


_to say that increased revenue from taxes - 


Si ce then, prices have fallen as low as _ 
US$8 and have averaged nearer US$12 © 


e Neither of the earlier devaluations' 


he non-oil sector of the economy: much 


p earned some lessons from the previous . 


"Third t time Puck? 


imports and a low current demand for 
credit are likely to leave the market 
flush with funds. 

"We thought it would happen after 
the election," said one local financial 
consultant, referring to the presidential 
election due in April 1987. Others men- 
tioned next month's IMF/World Bank 
annual meetings as a time when local 
speculators would expect devaluation 


year, we said the real value of the rupiah 
was closer to Rps 1,500 [to the dollar].” 
Traders agreed that the size of the cut in 
the rupiah was not surprising. 

The government chose to devalue at 
this time probably because it is far 


THE RUPIAH’S DECLINE 


(Rps to US$) 


November ’78 
(Devalued) 


March’83 
(Devalued) 


September '86 


75 '76 '77 "78 '79 


UU 


'80 '81 "82 '83 


enough before the traditionally jumpy 
pre-budget days of December to pre- 
empt speculative pressure. 

It is also a time when oil prices are 
beyond their nadir and presumed to be 


on the rise. Indonesia is currently com- 


mitted to producing 1.19 million barrels 
per day (bpd) under Opec quotas and an 
Opec meeting is planned for early Octo- 
ber to review the effects of its pricing 
and production system. The current In- 
donesian quota took effect at the begin- 
ning of this month, cutting back output 
from the 1.44 million bpd estimated to 
have been produced in June. 


oh ieee remains dependent on oil 
and natural gas for about 60% of its 
export earnings. Prawiro explained that 
earnings from oil and natural gas are 
likely to drop by half this year, from 
US$12.4 billion to US$6.62 billion. 


‘even last - 


ve x "B = 
3 iu. z 





That means the net contribution of 
these earnings to the balance of pay- 
ments is likely to drop from about US$6 
billion to US$2 billion, and the current- 
account deficit, initially projected to be 
around US$2 billion this year, could tri- 
ple as a result, noted Prawiro. “You can't 
make up a shortfall that big" without a 
devaluation, noted a foreign economist. 
Apart from the problem of oil prices, 
Indonesia labours under a growing debt 
burden. External liabilities of US$32 
billion in public and private borrowings 
mean a debt-service ratio for this year of 
at least 33%, according to World Bank 
calculations. About a third of foreign 
debt is denominated in yen and the re- 
alignment of the yen to the 
dollar has so far added 
US$800 million to the US$5 
billion  debt-service pay- 
ment for this year (REVIEW, 
18 Sept.). The devaluation 
brings the cumulative de- 
cline in the value of the 
rupiah against the yen to 
53% in the past 12 months. 
Offers by the Japanese 
to help reschedule some of 
this debt have been refused 
by the Suharto government 
(the last time a rescheduling 
occurred was in 1966 and 
such a move now would, 
politically, be highly unde- 
sirable). The preferred op- 
tion is for lenders to refin- 
ance some of the debt repay- 
ments. Foreign reserves are 
still high, at US$10.7 bil- 


(Devalued) 


'84 '85 '86 
Source: IMF. 


REVIEWGRAPHDy Ricky Hurandivankworg liOn, putting off the need 


for an immediate rescheduling. 

According to economist Djorodja- 
tun Kuntjoro-Jakti of the University of 
Indonesia, disbursed borrowing this 
year will be less than the required in- 
terest payments. “This country is bleed- 
ing," he said. While some economists 
have hoped that floating of the rupiah 
would be enough to survive the year, 
Djorodjatun notes that the yen could 
rise much further, creating far greater 
corrections on the debt-repayment 
schedule for Indonesia. 

Exactly what the devaluation will 
achieve is a subject of debate, but it at 
least points to a strengthening of the 
balance of payments over the medium 
term. As such, “it is something we 
would have liked to see," said an inter- 
national banker. 

Prawiro expressed the hope that 
*with this devaluation, our balance of 
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payments could be maintained . . . our 
non-oil exports could be more competi- 
tive. . . the import of finished goods will 
decrease." In addition, “it is hoped that 
national industry will be reactivated so 
the production capacities could be used 
to the full,” he said. 

But investors are far from optimistic 
about the impact of the devaluation in 
terms of stimulating investment in the 
non-oil sector while other aspects of the 
business environment remain un- 
changed. *For the promotion of exports 
and investment, devaluation is not 
enough,” said a Japanese financier. Ari- 
fin Siregar, governor of Bank Indonesia 
(BI, the central bank), hinted at a news 
conference the day after the devalua- 
tion that other measures are in the 
pipeline. 


O n the first business day after the de- 
valuation (15 September), BI an- 
nounced a new system of recording the 
exchange rate which more accurately 
reflects the link of the rupiah to a basket 


Prawiro: forecast overtaken. 





of currencies, including the IMF's spe- 
cial drawing rights, rather than just to 
the dollar. The *psychological link" to 
the US currency has been cited by 
economists as a perennial problem for 
the country's planners, and the mod- 
ified quotation system will introduce 
more day- by-day fluctuations into the 
currency's value, emphasising its inde- 
pendence from the US unit. 

Observers agree that a lowering of 
interest rates now would not only be 
possible but highly desirable to help di- 
rect the impact of the devaluation. But a 
BI spokesman told the REVIEW that 
^we are not going to review interest 
rates for the time being." 

With the devaluation, the govern- 
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ment has effectively quashed debilitat- 
ing guesswork over the rupiah, at least 
until the end of the. year. And the ex- 
pected movement of funds back into the 
local currency, however small, will help 
offset the capitahflightwhich has contri- 
buted to interest rates of as high as 16- 
17%. Traders suggest a drop of two or 
three points to be feasible. 

As far as the budget goes, there is 
likely to be negligible impact. While the 
budgetary allocation for debt, in rupiah 
terms, will increase sharply (estimates 
put the increase at Rps 700 billion), so 
too will the rupiah value of earnings 
from oil and natural gas (which are al- 
ways quoted in dollars). 

Project aid will increase in rupiah 
terms, which is just what is needed to 
speed the disbursement on foreign- 
aided development projects. The most 
recent example is a ¥80 billion 
(US$515.1 million) loan from Japan, 
signed. on 15 September. Of this, 26% 
was lent specifically to cover local fund- 
ing requirements for aid projects. 

The country's import bill is al- 
ready down, for the third consecu- 
tive year. It fell 1576 in fiscal 1985- 


to US$10.83 billion. 

Whether the devaluation will 
help. boost revenue from non-oil 
exports is unclear. In many cases, 
such exports will be more expen- 
sive to produce. As the general ef- 
fect of the devaluation will be to 
turn Indonesian consumers away 
from imported goods, there could 

. be greater demand for goods pro- 
duced domestically. The addi- 
tional protection afforded local 
producers by the devaluation, 
however, does not necessarily 
lead the way to more efficient 
industry in the medium and long 
term. 

One positive view of the de- 
valuation suggests that “over time, 
the production of tradeable goods 
will increase because of it," and 
that this is an important gain in the 
efforts to shift the country's incen- 
tive structure. But only for export 
industries without an import con- 
tent, and with excess capacity, 

there the prospect of immediately in- 

creased export earnings. For the rest, 
such as manufacturing firms, the future 
is bleak. 

The prime beneficiaries are likely to 
be producers of coffee, followed by rub- 
ber, palm oil, other tree crops and min- 
erals which will receive an immediate 
45% increase in rupiah terms in the 
value of exports which are priced in 
other currencies. Investment in these 
sectors, aided in some degree by the 
government's May package of reforms, 
could be boosted as a result. 

However, a serious crunch is in sight 
for small and medium-sized businesses. 
Many of their basic costs, such as office 
rents, are denominated in dollars. D 


86 (compared to the previous year) ' 





- lion, and from the World Bank a loan of - 


| BORROWINGS 


Reform amid 
controversy 


The Philippines pushes ahead 
with economic restructuring 


By Jose Galang in Manila 
espite intense debate over their 


timing, economic reforms designed | 
to tilt the bias towards more private-sec- 


tor initiative in the economy are being 


pushed by the government of Philippine f : 


President Corazon Aquino. The meas- 
ures seek to correct heavy government 
intervention in, the economy which has 


dampened private entrepreneurship in | 


the country. 


The reforms are also aimed at satis- | 


fying the IMF and World Bank, whose 


financial support is being tapped for an D^ 


economic-recovery programme. The 
Philippines is seeking from the IMF an 


18-month stand-by credit facility of 198 — 


million special drawing rights (SDR, 
equivalent to US$237.9 million) and a 
drawing under the fund’s compensa- 
tory-financing facility of SDR 224 mil- 


US$300 million. 

Aquino is in the US on an official 
visit and at the top of her itinerary were 
meetings with the heads of both institu- 
tions. The meetings paved the way for 


IMF management to pass the aid pack- | 
age to the executive board for formal | © 
approval by early October. The IMF and | 


the World Bank are closely coordinat- 
ing on the Philippine loan petitions. 


Conditions attached by the two agencies | 
on the loan requests are "substantially f 
," according to Philippine Fi- 


the same 
nance Minister Jaime Ongpin. 

The major reforms being pursued by 
Manila, some of which the IMF and 
World Bank initiated, involve trade 
liberalisation, tax 
budget deficit, government financial in- 


stitutions and public expenditure. The | 
reforms are aimed at reducing govern- |" 
ment intervention and encouraging pri- - 
vate-sector activity towards economic - 


growth of 0.9% this year and about 
6-7% in 1987. 
However, the overall scheme has not 


escaped controversy. The most divisive |. 


reforms and the 





debates have been on import liberalisa- |- 


tion. Under the programme, 
controls on a total of 1,232 products 


would be phased out by the end of the | | 


year. However, local manufacturers, in- 
cluding subsidiaries of foreign firms, say 
they would then be at a disadvantage 


import - 


against imports owing to weak domestic |, ~ 


demand and high operating costs. 

The issue has divided the cabinet, 
with those opposing it forming the 
majority. The debate became muddled 
in recent weeks when the nationalists 
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| joined the fray. Critics of the program- 
| me have even openly questioned the 
| patriotism of some of its proponents as 
| itis strongly pushed by the IMF and the 
| World Bank. Trade and Industry Minis- 
} ter Jose Concepcion, among those 
| favouring continued protection for cer- 
- tain local industries, reported to 
| Aquino that the “shrunken domestic 
| market can absorb only a fraction of the 
installed capacity of our industries.” 
Under the original plan drafted by 
- the policymaking National Economic 
and Development Authority, protec- 
| tion would still be extended to lo- 
cal industries by way of increased 
"tariffs on imports. However, the in- 
| creased rates will also be gradually trim- 
- med over a certain period. 
The number of products under im- 
| port controls has already been reduced 
| to 303 — the latest cut of 80 items was 
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made on 5 September under strong. 


| pressure from the World Bank. A study 
on the effects of liberalisation on the re- 
| maining items (which include polyester 
| fibre and filament yarn, textiles and gar- 
_ ments, glass, paper and paper products) 
4s expected to be concluded by end-Oc- 
tober, from which further action will be 
- negotiated. 
| Reforms on the government finan- 
| cial institutions — principally the Philip- 
ine National Bank (PNB) and Deve- 
nant Bank of the Philippines (DBP) 
are necessitated by their huge vol- 
ume of non-performing accounts and 
the periodic injection of funds they re- 
- quire to stay afloat. Bad debts of the two 
- banks involving some 260 larger com- 
panies total P142 billion (US$6.9 bil- 
lion). Some of these firms have been 
pon over and others are about to be. 


S ubsidies to PNB and DBP amount- 
- wM cd to P8 billion in 1984, P 10 billion 
| in 1985 and P19 billion in 1986. The 
: 1986 subsidies, for instance, represent 
17% of the total government budget. 
_ But more worrying, according to mone- 
< tary officials, is the fact that the govern- 
ment banks — PNB and six other banks 
_ taken over by the government of former 
- president Ferdinand Marcos since 1981 
| — accounted, until mid-1986, for up to 
i 4995 of the total resources of the local 
"commercial banking system. 

These banks also enjoy “unfair 
- competitive advantages over their pri- 
? Yate counterparts," monetary officials 
— say. For example, their obligations are 
' backed by the government, and much of 
' their deposits are from the government, 
| which they can use as a basis for grant- 
- ing more loans. 

| Central bank governor Jose Fernan- 
| dez says that current reforms will make 
| PNB and DBP “much, much smaller" 
_ than they are today. For instance, the 
Monetary Board has approved meas- 
| ures that will reduce the government 
| banks’ share of total commercial-bank 
| resources to about 25% through a re- 
| duction of their government deposits. 
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The non-performin 
also being transferred from PNB and 
DBP to the government. The move will 
reduce PNB's assets to P24 billion and 
DBP's to P10 billion, and their net 
worth to P3 billion and P2 billion, re- 
spectively. 

PNB may be offered fully or partially 
to private investors but it will have to 
demonstrate first that it could compete 
and make money, Fernandez says. 

A recent World Bank mission recom- 
mended that PNB should be placed on 
an equal footing with other commercial 
banks in such matters as access to cen- 
tral-bank resources and public-sector 
investible funds, reserve requirements, 
tax treatment and bank regulation. It 
asked, however, that PNB be prohi- 
bited from having access to govern- 
ment-guaranteed private borrowings. 

For the DBP, the World Bank mis- 
sion recommended a shift in its orienta- 
tion from largely retail operations to 
wholesale activities. To prepare for this, 
it was suggested that DBP set a track 
record of financial and institutional 





Ongpin; Fernandez: supporting reforms. 


soundness by limiting its retail opera- 
tions in the next three to five years by 
focusing on lending to agriculture and 
small and medium industries. | 
Once on a sound footing, DBP 


should be allowed to enlarge wholesale . 


functions by taking over some of the 
lending operations of the central bank 
such as the agricultural-loan fund, in- 
dustrial-loan guarantee fund, and the 
lending programme for distressed in- 
dustries. By then, DBP should be easing 
out of its limited retail operations. 

Of the six commercial banks now 
under government control, one (the Re- 
public Planters Bank) has been sold to 
sugar planters while 40% of another 
(International Corporate Bank) was 
sold to American. Express Interna- 
tional. Privatisation moves for the four 
others are being prepared. Full divest- 
ment is targeted to be completed by Oc- 
tober 1988. 
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The tax reforms are not only aimed 
at a more equitable sharing of the tax 
burden in a society where the national 
wealth is dramatically unevenly distri- 
buted. While allowing an increased por- 
tion of the incomes of poor families to 
be made available for consumption, the 
move is also aimed at equalising tax 
rates for business and the rich. 


nhe government is aiming for an in- 
crease in the overall level of taxes as 
a proportion of gross national product, 
from 10% at present to about 11% by 
1987 and 12% by 1988. Improved col- 
lection systems are also envisioned. The 
IMF and World Bank are battling for 
these targets as a means of raising the 
money for the government's infrastruc- 
ture and operating expenditures. 

The World Bank's loan to the Phi- 
lippines is partly aimed at helping 
the country shift to a value-added 
tax (VAT) system by the end of 1988, 
to replace existing sales taxes on in- 
dustry and provide for taxation on 
the services sector (a relatively lightly 

taxed sector). Implementa- 
tion of the VAT is an actual 
condition for the World 
Bank loan. 

Philippine fiscal officials 
have already implemented a 
total of 29 measures as part 
of the tax-reform scheme. 
Among these are the fixing 
of a uniform tax of 35% on 
corporate incomes, the 
simplification of the sales- 
tax rates to three levels and 
removal of unnecessary 
exemptions, and a uniform 
final tax of 20% on interest, 
royalties and other unearn- 
ed incomes. 

To be formalised after 

approval of the World Bank 
loan are: the elimination of 
double taxation. on divid- 
ends, rationalisation of cap- 
ital-gains taxation and in- 
troduction of the inflation adjustment 
of depreciation. | 

A revised public-investment | pro- 
gramme is expected to be submitted to 
the IMF prior to a formal decision on 
the Philippine credit application. Under 
the plan, total public investment is set at 
up to 5% of GNP in 1986, compared 
with the 3.5% in 1985. That ratio, which 
translates into public spending of some 
P31.4 billion this year, is intended 
mainly at stimulating economic activity 
by creating more jobs to boost purchas- 


ing power and thereby perk up indus- 


trial activity. 

Also planned is an increase of 62% in 
the operating expenditures of the gov- 
ernment this year. That would mean the 
return, in real terms, of economic and 
social services to levels in 1982, or be- 
fore the crippling economic crisis which 
depressed most economic activity in the 
country. eee n 
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“I DIDN’T KNOW 
TRANSFIELD BUILT THAT!” 





Whenever big construction jobs are being planned, one name is always 
considered. Transfield. Whether it's in Australasia or South East Asia. 

With a reputation for taking on the toughest jobs, it's no wonder. Like 
building Brisbane’s record-breaking Gateway Bridge, assembling Australia's first oil 
platform jackets for the treacherous waters of Bass Strait and a major involvement 
both in N.S.W.s most sophisticated thermal power station and in its first 500 KV 
transmission line. 

Through international joint ventures, Transfield has access to worldwide 
experience and expertise in almost every field of "ua 


* 
engineering and construction. If you want innovative , i Ir] 
solutions, talk to Transfield soon. Talis IB 

In association with P. T. Trans-Bakrie, Wisma Bakrie Bldg, 


Rasuna Said Kav, B-1 Jakarta 12910, Indonesia. 
ST&P 102 099 Telephone 578 0259. (Office also in Malaysia.) 
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» B y Hamish McDonald in Sydney 


IA ustralia has found so far that the 
. # anticipation is more painful than 
execution, as far as a downgrading of its 
sovereign-debt rating by one of the two 
| P rincipal New York rating agencies 
goe S. 

— Moody's Investors Service said on 10 
‘Se ptember it had lowered its rating on 
‘the long-term debt of the Common- 
ealth of Australia (the federal govern- 
m ment) from the highest level of AAA to 
AA 41, one notch down on the scale of 10 
ratings used by itself as well as rival 
E gency Standard and Poor's. The rating 
covers debt issued both by the Austra- 
| lian Government and by public corpora- 
| tions with its guarantee — the Com- 
monwealth Banking Corp., the Austra- 
lian Industries Development Corp. and 
4 national carrier Qantas Airways. 

While some Australian institutions 
had taken the precaution of bringing 
forward their foreign. borrowings as 
much as possible beforehand, the im- 
. pact was not as immediately bearish as 
| many had feared. 

Helped by a favourable turn in the 


_ that were published at the same time, 
. interest rates on Australian borrowings 
in the Euromarket quickly recovered 
from a downward flurry. Meanwhile, 
th nd Australian dollar rose to its highest 


at t 62. 5 US cents or 52 on the trade- 
weighed index kept by the Reserve 
Bank of Australia (RBA, the central 
bank). 

- Moody's announcement two months 
p 'eviously that it was reviewing Austra- 
lia's rating for possible downgrading 
had been a major factor in July’s run on 


low of nearly 57 US cents. Since then, 
he dollar had bobbed in the 61-62 US- 
cen ‘range. Having braced themseives 
so completely, markets found the actual 
cuts of the cane comparatively light. 
. One ameliorating factor was that 
Australia retains an AAA credit rating 
Hf 'rom Standard and Poor's, which is the 
more senior institution in sovereign- 
debt ratings. Standard and Poor's said it 
would maintain its rating, at least pend- 
ing a regular review set for later this 
y meet. Moody’s maintains its rating 
1 Commonwealth-guaranteed short- 
erm debt at the highest "prime-1" 
2 evel. 
_ thus go to the capital markets claiming a 
rating of AAA or AAT, which still pass- 
A es as blue-chip for nearly all intents and 
E, 
Federal Treasurer Paul Keating said 
the downrating would have “a minus- 
faule effect on the cost of borrowings.” 


i August balance-of-payments . figures | 


el for some weeks by 15 September, - 


the dollar, which pushed it to a historic. 


= Australian federal borrowers can 
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| Australia s sovereign-debt rating is doynürddad bya notch. 


And Commonwealth Bank deputy 
group treasurer Campbell Kerr said the 
bank saw ^no negative effect" on its 
funding costs. 

Even so, the downrating is widely ex- 
pected to salt perceptions of Australia 
for some years to come. Australia 
leaves the select group of about 18 na- 
tions given an unalloyed AAA credit 
rating. Should Standard and Poor's fol- 
low Moody's step, Australia will join a 
small category of countries that have 
been downgraded from the top rating. 

The Moody's decision is also a severe 
blow to the prestige of Prime Minister 
Bob Hawke's government, and in parti- 
cular to Keating — who had argued in a 
meeting with the agency's assessment 
team that the downgrading was unde- 


Commonwealth Bank: ‘no negative effect." 





served, given that Australian foreign re- 
serves of A$13 billion covered federally 
backed overseas debt, and that mea- 
sures to wind back foreign debt had al- 
ready been adopted. Keating said 
Moody's decision was: *understanda- 
ble" but unjustified. 


l^ the financial sector, the quality 
of Moody's analysis was given mix- 
ed ratings. The agency was by no means 
alone in forecasting that the wind- 
ing-back of the current-account deficit 
(A$13.7 billion in the 1985-86 fiscal year) 
will take much longer to show improve- 
ment than the year or so Keating pre- 
dicted in his 19 August budget speech. 

Few financial commentators would 
disagree with the list of internal struc- 
tural problems, including an inflation 
rate twice that of industrial trade 
partners, and "industrial and labour- 
market rigidities" which would hamper 
efforts to shift capacity into foreign ex- 
change-earning sectors. 
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OW ver, he pt here: 
liberalisation of -. foreign-investment 
controls, the floating of the Australian 
dollar and tax reform. 

In the longer term, several factors 
boded well for Australia's long-term 
credit quality: political stability, a 
strong natural-resource base, sound 
economic management and prospects 
for improved export performance in the 
1990s. *Overall, Moody's has confi- 
dence in the private sector's eventual 
ability to respond to competitive chal- 
lenges from overseas, and in any Aus- 
tralian government's ability to provide 
the appropriate incentives and legisla- 
tion to foster a positive response." 

Moody's was more confident than 
most local analysts in its bearish outlook 
for commodity and mineral markets. 

“Externally, continued weakness in 
world commodity prices could place 
substantial pressure on Australia's fu- 
ture foreign-currency earnings," it said. 
“Over three-quarters of the nation's ex- 
ternal earnings now stem from the ex- 
port of farm commodities and minerals, 
and Moody's sees little prospect that the 
export mix will shift significantly over 
the near term. Deteriorating terms of 
international trade, stemming from 
price-support programmes in key ag- 
ricultural markets, and a supply-de- 
mand imbalance for raw materials, will 
place pressure on foreign-currency re- 
ceipts." 

While accepting this as a distinct pos- 
sibility, some analysts also saw it as 
something of a hunch, given that the 
time-span of Moody's review probably 
did not allow a full study of commodity 
supply and demand trends. 

The government's Economic Plan- 
ning Advisory Council (EPAC), which 
includes private-sector members, is one 
forecasting unit that sees Australia's 
terms of trade stabilising from mid- 
1987. If this does in fact occur, foreign- 
debt accumulation should stop by 1991. 

But even this "optimistic" view is 
bad enough. By 1991, the peak of net 
foreign debt would be some A$140-150 
billion, or 40% of gross domestic pro- 
duct, compared with the Treasury's esti- 
mate for 30 June of this year of about 
A$66 billion, or 28% of GDP. A more 
gloomy view is taken by the well-re- 
garded Melbourne Institute of Applied 
Economic and Social Research, which 
recently saw foreign debt climbing to 
49% of GDP by 1990. 

In this situation, Moody’s pessimism 
would be well-founded. But one prob- 
lem is that pessimism tends to be self- 
fulfilling in the Australian foreign-debt 
context. The EPAC pointed out that the 
valuation of the current-account deficit 
and the foreign debt in Austrahan-dol- 
lar terms was swollen by the currency's 
depreciation. This, in turn, created 
further currency weakness — which 
again pushed out the apparent size of 
the foreign debt. | 
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Behind this succ 


When we developed The Peninsula, Hong Kong in the early twenties, it was a marketing breakthrough. 
Its founders saw clearly the need for deluxe accommodation in Hong Kong and responded by 
selecting the territorys prime location and spared no expense in construction and features. 


This vear, history repeats itself. 


The new 740 room Kowloon Hotel, standing proudly behind The Peninsula, Hong Kong is arx ther breakthrough. 
Built with the business traveller in mind, The Kowloon Hotel offers superior accommodation with 


the latest in-room communications technology. 
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S stands another 


We are committed to providing the best service to travellers worldwide. We made that commitment with 

our first hotel, The Peninsula, Hong Kong, and we continue to honour it with our latest, The Kowloon Hotel. 
In fact, we live up to our commitment in all Peninsula Group hotels, from the deluxe Manila Peninsula 

to the spacious Garden Hotel in Guangzhou and the highly-acclaimed Jianguo Hotel in Beijing. 

Rather than rest on its laurels, 


The Peninsula Group understands that it is The Peninsul a Group 


only as good as its last success. 


SIEMENS 


Lighting by Siemens - 
style and technology enhances 
interior design. 


For the interior lighting throughout its new Hongkong headquarters, 
the Hongkong & Shanghai Banking Corporation specified a luminaire 
system that combines efficient and versatile technology with 
aesthetic elegance — all vital qualities to enhance the building's archi- 
tectural merit. 


The SiDEKO lighting system from Siemens meets all these requirements. 
Efficiency: 8096 of the electrical energy is converted into usable light. 
Highly polished, pure aluminium reflectors ensure a bright and even 
illumination. Furthermore, the waste heat generated is fed through 
extraction ducts to boost the thermal efficiency of the building's aircon- 
ditioning plant. 

Versatility: The SiDEKO system includes recessed and surface-mounted 
fittings that blend with airconditioning ducts and suspended ceilings. 
Pendant and desk-top fittings provide an even and glare-free light dis- 
tribution necessary for areas where computer visual display terminals 
are used. 


Siemens worldwide activities embrace all aspects of high technology 

electrical and electronics engineering; from state-of-the-art micro- 

chips, information technology products, power engineering and factory 
automation to the latest electro- 
medical equipment. To sustain this 
broadly based capability, the Com- 
pany has worldwide production 
facilities supported by an interna- 
tional sales and service organization 
to ensure close contact with cus- 
tomers and tailored solutions. 
The Company employ$'mere than 
300,000 people in over 120 countries. 
36,000 scientists and engineers are 
engaged in R & D, for whichaweinvesf 
over 2 billion US Dollars annually. 


Whatever the challenge *~> | 
Siemérns has the technology, x9 
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EXECUTIVE 


BUSINESS SERVICE 


MAKING THE RIGHT 
BUSINESS DECISION 


Choosing the right hotel for 
vour business executives is very much 
a business decision. 

So we've arranged a programme tailored to 
busy schedules. Pre-registration, No Stop 
Check-Out™ plus a year-round 
preferred rate for deluxe accommodation. 
And more. 

Decide now to get the facts on our 
Executive Business Service programme 
Complete the coupon below or call 
.any Hilton Internationa! hotel. 


Bangkok 
Hong Kong 
Jakarta 
Kuala Lumpur 
Petaling Jaya 
Ne. sila Singapore 
"UM 7c 
as NEN Tokyo 
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EBS Programme 

Hilton International Singapore 

581, Orchard Road, Singapore 0923 
Please provide me with EBS brochure: 


Name 


Address 
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Company | 


HILTON INTERNATIONAL 





BAREFOOT 
REPORTER 


The best of the Richard Hughes 
columns from 1971 to 1983 


FarEasternEconomie 
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To: Publications Division 
FAR EASTERN ECONOMIC REVIEW 
G. P. O. Box 160 
Hongkong. 


Yes! Please send copy(s) of the 
Barefoot Reporter for which I enclose 
US$7.75 each 


For surface mail delivery add US$1.00 
and for airmail delivery add US$3.00 








per copy B0925BFR 
Send to (Please print in block letters 
Name > e3 
Address - E " 
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When vou invest in Jap 
you need a financial expert big enough 
to seize the moment 


We didn't become the largest investment firm in Japan by 
playing follow-the-leader. Nomura Securities Co., Ltd. led the 
way. Today our trading volume is the largest in Japan. The 
information we can provide and our analyses of the Japanese 
market are second to none. 

If you're looking for someone to advise you on new 
opportunities in the growing Japanese financial markets, talk 
to the experts with the resources big enough to help you seize 
the moment. 

Nomura Securities. 28 overseas offices in 19 countries 
providing a full range of international financial services. 


The big name in the world of finance 


&*NOMURA 


THE NOMURA SECURITIES CO., LTD 


. 
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Definitely International. 





The Lufthansa network. 147 destinations within 80 countries and 6 continents throughout the 
world. 


©) Lufthansa 


German Airlines 
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Spinning their wheels 


Indian carmakers' expansion may exceed market growth 


By Mohan Ram in New Delhi 

D uring the past five years, the capa- 
city of India’s motor-vehicle indus- 

try has expanded phenomenally due to a 


liberal licensing policy, and. it has im- . 


proved remarkably in quality because of 
easier access to foreign technology. But 
just as a buyers' market has begun to 
emerge, the euphoria seems to be 
evaporating. 

There is talk now of a glut and 
surplus capacity by 1989-90. The gov- 
ernment is reviewing the impact of its 
liberalisation policy on the industry, 
taking into account the dangers of 
haphazard growth resulting from un- 
restrained expansion, the high cost 
(in terms of foreign exchange) of col- 
laboration agreements, and the need 
to keep energy consumption in check. 

In the late 1970s, India's motor-vehi- 
cle industry was in virtual stagnation. 
With imports more or less banned and 
installed. capacity low, the industry 
catered for a captive market. The re- 
sults were high prices, indifferent qual- 
ity and long waiting lists for vehicles. 
The more popular makes commanded a 
high premium over the showroom price 
and many registered (paying advance 
amounts) in the hope of re-selling the 
vehicles at a premium. 

The “liberalisation” began in the late 
1970s, when the government permitted 
expansion of capacity and foreign 
(mostly Japanese and Italian) colla- 
boration in motor-cycle production. 
Soon, the opening up was extended to 
light commercial vehicles, and the col- 
laboration shifted mainly to Japan. In 
the passenger-car sector, the govern- 
ment set the pace, going for Suzuki's 
collaboration-equity participation, to 
produce a low-priced, modern, fuel-ef- 
ficient 800-cc car of international stand- 
ards — the Maruti. The Maruti project 
was meant to provide a catalyst for the 
Indian motor industry, through which 
the rest of Indian industry would be 
pushed into a new phase of modernisa- 
tion based on a new work ethic. 

The result was a sea-change in the 
motor-vehicle scene. Two-wheelers ac- 
count for 80% (in numbers) of India's 
motor-vehicle production. The output 
of two-wheelers, which had stagnated at 
around 200,000 until 1975, surpassed 
417,000 in 1980 and crossed the 1 mil- 
lion mark in 1985. Production of light 
commercial vehicles grew from a 
meagre 6,777 in 1975 to 19,659 in 1980 
and to 34,912 in 1985. Production of 
medium and heavy commercial vehicles 
also recorded an increase, though less 
impressive, from 36,257 in 1975 to 
48,652 in 1980 and to 66,867 in 1985. 
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Passenger-car production rose from 
23,066 in 1975 to 31,098 in 1980 and 
leaped to 102,370 — a 64.5% increase 
over the previous year's 66,220 — in 
1985. Of the 1985 output, 40,000 vehi- 
cles were from the Maruti plant. Thus, 
for the first time, India's production of 
commercial vehicles and passenger cars 
each crossed the 100,000-mark. 

In the past, foreign partners had re- 
servations about India's ability to ab- 
sorb state-of-the-art technology, so 
India did not get the best. But the 
Maruti project has demonstrated the 
country's ability. The biggest technol- 
ogical inroad into India's vehicle in- 
dustry has been made by the Japanese, 
though they had initial reservations 





Car worker: fading euphoria. 


about the quality of Indian-made items. 

Until the advent of the Maruti, its ri- 
vals did little to upgrade their technol- 
ogy. Now, a number of local firms are 
showing new or renewed interest in 
building cars. 


E^ availability, choice of makes, 
and upgraded quality have brighten- 
ed up things on the supply side. But the 
demand side is less rosy for manufactur- 
ers now. Large investments have taken 
place in a vital sector, in the hope that 
demand would rise to meet output. But 
firms' projections might well go awry. 
For instance, passenger-car sales 
touched 34,017 in 1977 but dropped to 
31,048 in 1980. They then rose steadily 


in the years since 1980, and jumped by 


more than 40,000 in 1985. It is therefore | - 


difficult to predict the rate of real de- | 
mand growth for passenger cars, once - 
pent-up demand has been met. The | 
Seventh Five-Year Plan (1985-90) pro- 
jects a demand of 154,000 for 1989-90. | — 
But the present licensed capacity of | 
more than | 
adequate to meet the demand, and six | 


more than 160,000 is 
pending applications for foreign tie-ups 
would increase 
200,000 vehicles. Thus by 1989-90, 
India may have the capacity to make 
some 360,000 cars, which will be almost 
twice its projected need. 

The demand for two-wheelers is pro- 


jected to reach 183,400 by 1989-90, and - S = 
already 42 manufacturers are crowded | 





capacity by some [3 


into this fiercely competitive sector | 


which has à capacity of 2 million. And | 


many have plans for expansion. 


Some readjustment is taking place |. 


in the pattern of demand for vehi- 


cles. But the government's most re- | - 
cent policy concession — broad-band- | - 


ing of production — gives the manu- | - 


in deciding their product 


spond to the readjusted de- 
mand pattern. 


fluenced by price. Higher 
steel prices, higher imposts 


surge in the value of the 
yen has pushed up the 
Maruti car's price substan- 
tially. Prices of small cars 
rose 14%, and those of lu- 
xury cars by 18%, as a re- 
sult of the budget levies, 


vehicles. 


duction and the resulting 


Besides such factors as 
higher input costs, prices 


mand to grow unchecked. 
Another area of concern, and a vital 
one, is the foreign-exchange outflow 
which collaboration deals entail. The im- 
port of completely knocked down kits for 


assembly in the initial stages, the import — 
of components while indigenisation is |: 
phased in, the payment for services of © 
Japanese experts — all this costs foreign — 
exchange. The outflow from Maruti to . 
date is US$138 million. The government - 


is thinking of linking future collabora- 
tion arrangements with exports. The In- 
dian principals cannot be expected to 
export any significant amount on their 
own, so such deals would have to be 
"buy-back" arrangements. It is doubtful 
if such stipulations would be received 
with enthusiasm by foreign partners. E 
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facturers greater flexibility - 1 


mix. They can then re- | 
But demand is also in- | ` 


on components and inputs | - 
in the 1986-87 budgetanda | - 


which had an equally heavy | 3 
impact on light commercial | — 


Despite expanded pro: 
advantages of scale, cars | - 


are not getting cheaper. | 


are rising because the gov- | | 
ernment does not want de- | - 
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WHO OWNS THE PIE 








y Nick Seaward in Kuala Lumpur 


Malaysia's New Eco- 
Ni nomic Policy (NEP) is 
: ce simple, to the point 
s A and difficult to find 
lU. L7! fault with — on moral 
"m N grounds, at least. 
5 || When drawn up in 
m 1970, the overriding 
aim of i its creators was to lay the founda- 
pos for national unity among the di- 
'se ethnic groups in Malaysia through 
two-pronged approach — the eradica- 
on of poverty, irrespective of race, and 
the restructuring of society to correct an 
- economic imbalance which had led to 
rt th he identification of race with economic 
3 function. All this was to be achieved 
he th rough rapid economic expansion: the 
| have-nots would simply grow faster 
than the haves. 
= Inthe 16 years since its inception, the 
NE EP has indeed achieved a transforma- 
tion of Malaysian society. From a 1% 
. share of Malaysian limited companies’ 
. equity in 1969, the Malays — who, to- 
| gether with the indigenous peoples of 
| Sabah and Sarawak form the bumiputra 
| majority in the population — have built 
| up astake now nearing 18%. Malays are 
| E to be found not only in the tradi- 
ional rural sector and the civil service 
but in the comm, inding heights of the 
|n onomy, in trading and in banking. 
‘he bumiputra commercial and indus- 
ial community is no longer just a 
Iream of the planners. 
A new generation of Malaysians is 
er E adulthood, unaware of the ex- 
it of the imbalance between the races 
at was a lasting legacy of British colo- 
rule. The imbalance was the result 
à deliberate policy to reserve the 
iain sources of wealth in pre-indepen- 
lence Malaya — the tin mines and the 
E pi antations — for British ownership, 





Ownership of share capital (at par value) 
of limited companies 
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while Sus iding Chinese and Indian 
immigration to provide coolie labour on 
the land and in the urban services. 

Although the Malay aristocracy 
formed the bulk of the civil service, the 
majority of Malays were encouraged to 
remain in their traditional activities of 
paddy farming and fishing through — 
among other laws — the 1913 Malay 
Reservation Act. Meanwhile, the assist- 
ance given by the colonial authorities to 
traditional Malay-language schools had 
the effect of leaving the way open to the 
Chinese and Indians to form the 
backbone of the commercial classes 
through their dependence on English- 
language schools. 

The 1969 race riots which followed 
attempts by the Chinese to translate 
their economic muscle into political 
power finally made the Chinese sit up 
and take notice of Malay aspirations. 
But while in the early days of the NEP 
which followed, the “positive” discrimi- 
nation in favour of the bumiputras was 
considered an urgent necessity to dif- 
fuse their resentment at being the 
underprivileged class in their own tradi- 
tional homeland, it is now felt by many 
Chinese and Indians that the bumiput- 
ras’ lot has since improved to such an ex- 
tent that such discrimination is unneces- 
sary and even repressive. 

And while poverty among the 
Malays in the rural areas is still a major 
problem, the Chinese and Indians are 
beginning to point to the disproportion- 
ate share of development funds those 
areas receive, compared to the desul- 
tory efforts made to alleviate the 

a ualor and over-crowding of the 

inese New Villages and the hunger 
and exploitation of the Indian estate 
workers. 

The method of the NEP's implemen- 


1985 = M$76,112 million 


Non-bumiputra 
Malaysian 
residents 
(56.7%) 





REVIEWDIAGRAM by Andy Tang and Ivan Kwong 


Malaysia tallies up the costs of the NEP 


Balancing the redress 


tation and the arguments over what is to 
follow its expiry in 1990 have arguably 
created more divisions in Malaysia's 
multi-racial society than could ever 
have been anticipated by the policy’s 
creators. More than any other issue, 
too, the NEP has contributed to the 
polarisation of Malaysian politics along 
racial lines and cast real doubt over the 
continued participation of the Chinese- 
based parties in the ruling National 
Front coalition. 

The reasons for this are not difficult 
to discover. While the twin objectives of 
the policy appear reasonable enough, 
the NEP has been accused by its detrac- 
tors of having institutionalised wide- 
spread racial discrimination in the gov- 
ernment, civil service and all aspects of 
society in favour of the bum E icis (lit- 
erally, *sons of the soil"). The accusa- 
tions are beginning to $ more strident 
now that the economy is actually shrink- 
ing, and it becomes clearer that one sec- 
tor's share of the pie can only be in-. 
creased at the expense of another's. 


Aves are currently being made by 
non-bumiputra parties to find statis- 
tical proof to back their contention that 
the Chinese and Indian poor are as 
badly off as their Malay counterparts — 
and more importantly — that the 
bumiputra share of Malaysian limited 
companies' equity has already exceeded 
the 30% target of the NEP, instead of 
reaching only 17.8% as stated by the 
Economic Planning Unit (EPU) of the 
Prime Minister's Department. 

On the national level, racial prefer- 
ence seems evident: according to the 
1980 census, more than 80% of all 


ernment ‘executive officers are Malay 


compared with their 48% estimated 
share of the total population; bumiput- 
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ras hold 7576 of the publicly funded ter- 
tiary-education places in Malaysia and 
their entrance requirements are lower; 
96% of the settlers who are given land 
under the Federal Land Development 
Authority (Felda) are Malay. 

The problem in Malaysia is that the 
NEP has become so entrenched in so- 
ciety and so firmly identified with the 
political status quo that to draw atten- 
tion to its inherent imbalances or to 
question its continued relevance is to in- 
vite charges of stirring up racial hatred, 
or even sedition. For there seems to 
have evolved an unwritten agreement, 
or "social contract," among business- 
men and politicians alike that almost 
uncritical acceptance of the NEP — and 
all that it implies — is the basis upon 
which non-bumiputras are allowed to 
call themselves Malaysians. 

It is true that there has been a consi- 
derable relaxation of the NEP during 
the past year with regard to foreign in- 
vestment — especially its strictures on 
the level of foreign ownership of Malay- 
sian equity. The various agencies and 
bureaucratic devices used by the gov- 
ernment to ensure minimum equity and 
employment shares for bumiputras in 
foreign-owned companies have also 
been toned down. But this is because 
the NEP has already exceeded its target 
of bringing total foreign-held equity in 
Malaysian companies down below the 
30% level and foreign investment is ur- 
gently needed to stimulate economic 
growth. 

Complaints by potential foreign in- 
vestors of bureaucratic obstacles and 
lack of control over their investments 
have wrought changes in the policy as it 
applies to them. For the Malaysians, 
however, the NEP remains a dogma 
carved in stone. Prime Minister Datuk 
Seri Mahathir Mohamad has an- 
nounced that the restructuring prong of 
the policy will be held in abeyance until 
the economy recovers sufficiently, but 
this has been taken to mean an exten- 
sion of the NEP beyond 1990 — rather 
than a lowering of the targets. 

Mild or heavily veiled criticisms of 
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REVIEWTABLE by Andy Tang 


the NEP by the Chinese component 
parties of the National Front for their 
poor performance in the recent general 
election have drawn heavy-handed re- 
joinders from both the youth wing of the 
dominant United Malays National Or- 
ganisation (Umno), headed by young 
turk Anwar Ibrahim and from the Dep- 
uty Prime Minister Ghafar Baba and his 
newly elected MP son, Tamrin. 

Just recently, however, Anwar and 
Ghafar’s statements have been put into 
the shade by an extraordinarily frank 
outburst of Malay chauvinism by Umno 
MP and former deputy minister, Datuk 
Abdullah Ahmad in Singapore on 30 
August. Abdullah’s speech to the Singa- 
pore Institute of International Affairs 
— which was reprinted in full in the Ma- 
laysian newspapers — has provoked a 
storm. 


Seine that the political system in 
Malaysia since independence in 
1957 has been founded on Malay politi- 
cal dominance, Abdullah went on to 
say: “The NEP must continue to sustain 
Malay dominance in the political system 
in line with the contract of 1957. Even 
after 1990, there must be mechanisms of 
preservation, protection and expansion 
in an evolving system." Referring fre- 
quently to the 13 May 1969 race riots 
which followed major gains by the Chi- 
nese-based opposition parties, Abdullah 
warned irredentist Chinese in Malaysia 
and Singapore not to “play with fire." 

Although Mahathir has disclaimed 
these remarks as Abdullah's personal 
opinions, the fact that they were re- 
printed in Malaysia has been taken as an 
indication that they are not so far re- 
moved from official thinking. In parti- 
cular, the speech has been taken as a 
warning by Umno to the Malaysian 
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Chinese Association (MCA) and Parti | 


Gerakan (the two main Chinese-based 
parties in the National Front), that they 
should not even consider removing their 
support for the NEP. Both those parties 
suffered heavy losses in the general 
election at the hands of the opposition 
Democratic Action Party (DAP), which 
campaigned on an anti-NEP ticket. 

One of the most significant trends to 
have emerged from the election is the 
dramatic fall-off of support for the Na- 
tional Front from the Chinese, who 
comprise around 34% of the population 
of Peninsular. Malaysia (REVIEW, 14 
Aug.). Campaigning on the need to 
eradicate discrimination between dif- 
ferent types of Malaysians, the DAP 
won 23 of the 33 parliamentary seats in 
Malaysia which arc estimated to have 
Chinese majorities, and took one more 
in a mixed-race constituency. 

The REVIEW understands that the 
MCA is indeed currently undergoing a 
policy-reappraisal exercise to deter- 
mine whether the party can continue to 
support the NEP after its formal expiry 
date in 1990. 

The decision is a crucial one, because 
it will determine whether Malaysian 
politics is for the first time to be or- 
ganised on racial lines alone or whether 
there can remain a multi-racial consen- 
sus based on Malay political leadership. 
For if it comes out against the NEP. it is 
highly unlikely that the MCA will be 
able to remain a member of the Na- 
tional Front. This raises the spectre of a 
new policy being imposed. on the 
minorities without their participation in 
its formulation. 

The secretary-general of the Na- 
tional Front, Ghafar Baba, stated in 
June that all Front parties will be con- 
sulted before it is decided whether to ex- 
tend the life of the NEP or whether to 
replace it with a new policy altogether. 
There had been some hints from Ghafar 
earlier this year that the NEP might be 
replaced by a new and less politically 
divisive “National Economic Policy" — 
perhaps along the lines suggested by 
Gerakan in 1984, in which the restruc- 
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turing prógraimute would be put on the 


back burner, and additional emphasis 
placed on a non-racially oriented pov- 
erty-eradication policy. 

Latest figures on the incidence of 
poverty have made this compromise less 
likely, however. The EPU has rede- 
fined its concept of poverty to take into 
account factors such as scholarships and 
the value of owner-occupied houses. In 
doing so, it has reduced its estimate of 

the incidence of poverty in Peninsular 
Malaysia from some 30% in 1983 to 
18% in 1984. While the current reces- 
sion may have pushed this percentage 
slightly higher again, the NEP's target 
of 16.7% by 1990 has been deemed 
“within reach.” It is also almost certain 
that Umno will demand an extension to 
the NEP on the grounds that the 
bumiputra share of equity will not nave 
- reached its 30% target by 1990 — 

- target which has become identified 4: 
most exclusively with the second, re- 
structuring prong of the NEP. 


8 s to the latest figures pro- 
vided in the Fifth Malaysia Plan, 
bumiputra equity increased from 12.5% 
in 1980 to 17.8% in 1985 and is only ex- 
pected to have reached 2275 by 1990. 
Furthermore, the plan claims that while 
the decline in the share of equity held by 
foreigners has more than met the NEP 
target — falling from 43% to 26% dur- 
ing 1980-86 — most of this has been ac- 
quired by non-bumiputra Malaysians. 
Non-bumiputra Malaysian-held equity 
is meanwhile expected to have in- 
` creased to 53% by the end of the NEP 
period, compared to its target of 40*5. 

Non-bumiputra parties have com- 
plained that it is impossible to verify 
these figures, as the raw data used to 
calculate them is not made available. 
Their suspicions that somehow these 
figures are doctored to suit political 
ends is heightened by the fact that all 
compilation is undertaken by the EPU, 
which is staffed at the senior level al- 
most exclusively by Malays. 

(The director-general of the EPU, 
Tan Sri Radin Soernarno, declined to 
be interviewed for this article and for- 
bade members of his staff to answer any 
questions put to them by the REVIEW. A 
similar response was had from Tan Sri 
Ismail Mohamed Ali, the chairman of 
Permodalan Nasional Bhd — PNB — 
the national equity corporation which 
has spearheaded the growth of the 
bumiputra-held share portfolio.) 

Whatever the arguments over the 
real figures, however, they all become 
academic if Abdullah's statement that 
"the NEP must continue to sustain 
Malay political dominance" does in any 
way reflect the thinking in Umno quar- 
ters. If it does, then the NEP will remain 


— A 


until well after the end of the century: 


when current demographic trends 
suggest that the bumiputras will account 
for a much greater proportion of the 
total population. 
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over restructuring 


The NEP was con- 
ceived and first im- 
plemented within the 
context of a rapidly 
kb expanding economy, 
!M so it is hardly surpris- 
ing that a reappraisal 

7 of the policy has be- 
come an i unwelcoime necessity for the 
government in the light of the present 
recession. The first official confirmation 
that such a reappraisal has indeed al- 
ready taken place came in a televised in- 
terview that Mahathir gave to the Aus- 
tralian Broadcasting Corp. on 28 May. 
The NEP, said Mahathir, “will be held 
in abeyance, more or less, except in the 
areas where there is growth. At the mo- 
ment there is no growth, so we have de- 
cided we will not go ahead with the kind 
of restructuring we planned for . . . we 






| have now to concentrate on growth first 


and then restructuring." 

Although efforts were made then to 
keep the contents of the interview out of 
the local press, the decision to suspend 
the restructuring provisions of the NEP 
was repeated more recently by 
Mahathir in his annual speech to a 
gathering of bankers in Malaysia. He 
tacitly admitted that some aspects of the 
NEP had been inhibiting growth — “we 
will therefore,” he told the bankers, 
“modify the NEP conditions regarding 
equity in order to implement the NEP 
stipulations regarding employment . . . 
investors will not be left in doubt as to 
when and how we are prepared to 
forego equity participation in favour of 
jobs for Malaysians.” 

Now that the suspension has become 
official, the question uppermost in 
foreign and local non-bumiputra invest- 
ors’ minds is: for how long? Judging 
from Mahathir’s remarks, the answer 
seems to be, until the growth in Malay- 
sia’s gross domestic product regains the 
average 5-8% annual levels it had been 
achieving in the 15 years to 1985. If that 
is the case, then there will have to be a 
substantial and sustained recovery in oil 
and primary commodity prices before 
the equity-restructuring provisions of 
NEP are dusted off again. Certainly, an 
internally generated recovery seems 
some years away. 

A few days before the bankers heard 
the prime minister, they were briefed by 
the central bank, Bank Negara Malay- 
sia (BN), on the state of the economy. 
At the 25 August meeting, they were 
told something they had long suspected: 
that far from having expanded at 2.8% 
last year — as announced by BN in 
March — real GDP actually declined 
by about 1%. The bankers were also 
told that though 5.6% growth had been 
projected for GDP this year, the fi- 





Bank Negara: economy briefing. 


nal figure would most likely be 1-2%. 

From discussions with government 
sources, it seems that the main reason 
for the poor performance last year was 
the failure of the private sector to per- 
form up to expectations. Construction 
was also way down due to the comple- 
tion of a large number of continuing 
projects and it is understood that the 
sector may actually have shrunk in con- 
stant prices terms last year instead of the 
2% growth previously estimated. 
Meanwhile, agriculture, which accounts 
for 20% of GDP, turned in growth of 
less than the 3.6% preliminary figure es- 
timated by BN in March. 

It is clear that the government is not 
in a position to repeat its 1981-82 policy 
of pumping money heavily into deve- 
lopment projects to ease the economy 
through recession. The federal govern- 
ment's domestic debt has already risen 
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alarmingly from less than M$5 billion at 
the end of 1970 to nearly M$41 billion at 
the end of 1985, while international con- 
cern over the rapid growth of Malaysia's 
foreign borrowings has prompted € 
government to adopt a policy of kee 

its foreign debt servicing to below 

of gross export receipts. 

However, this is a self-imposed re- 
striction. There has been a substantial 
decrease in new foreign borrowings by 
the government from M$8.7 billion in 
1982 to M$2.8 billion last year. This 
brought external debt up to M$40.2 bil- 
lion, or 55.6% of gross national pro- 
duct. As more than one foreign bank re- 
port has commented, Malaysia's foreign 
debt as a proportion of exports is really 
quite small (at 7975) when compared to 
other countries. 

MoF officials estimate 1986 exter- 
nal borrowings to be M$2.5 billion — 
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but it will take a few more years before 
this lower rate of borrowing is reflected 
in the debt-service ratio. Meanwhile, 
the ratio is expected to have soared 
from 14% in 1985 to around 20% this 
year, largely as a result of the decline in 
the gross exports denominator. 

Official projection for the next five 
years is for the debt-service ratio to fluc- 
tuate at around the 19-21% level, reach- 
ing a high of 20.6% in 1988 before com- 
ing down to 18% in 1991 and 16% by 
1995. Other sources tell the REVIEW, 
however, that the ratio could go as high 
as 22.9% by 1990. Meanwhile, total ex- 
ternal and internal debt-servicing com- 
bined is now running at 2575 of annual 
government operating expenditure. 

Because of these constraints on pub- 
lic borrowing, the government has, 
since 1982, adopted as its first priority 
reduction in the so-called *twin deficits" 
— the budget deficit and the current-ac- 
count deficit. This policy has resulted in 
a cut-back of federal government deve- 
lopment expenditure, for instance, 
from M$11.5 billion in 1982 to an esti- 
mated M$7.6 billion this year, while the 
Non-Financial Public Enterprises 
(NFPEs) — formerly known as 
Off-Budget Agencies, or OBAs 
— have suffered an even sharper 
rate of cut-back in their develop- 
ment budgets from M$7.2 billion 
in 1985 to M$5.9 billion this year. 
Similarly, the current-account 
deficit has been brought down 
from around 12% of GNP in 1983 
to 2.3% last year. | 


here are disturbing signs, 

“however, that the deficits are 
beginning to widen again. De- 
spite a freeze on the creation of 
new civil-service posts and other 
measures designed to curb mush- |" 
rooming public expenditure, the 
budget deficit deteriorated last 
year and this increase in gov- 
ernment spending is expected to 
carry over to 1986. As a percent- 
age of GNP, the public-sector de- 
ficit — which includes spending by the 
federal and state governments and the 
NFPEs — is expected to widen from 
10% last year to 15-16% this year. The 
current-account deficit also is forecast 
to widen, from 2.3% in 1985 to at least 
4% by the end of 1986. 

The widening of the budget deficit at 
least seems to indicate that the govern- 
ment is finding it difficult to cut down its 
operating expenditure — defence con- 
sumes 14% of GNP, for instance — as 
well as weaning special interest groups 
off their subsidies. 

As for the deficit in the balance of 
payments, Malaysia's economic plan- 
ners do not expect it to worsen after 
1986 and hope for a substantial im- 
provement. The current-account deficit 
for 1986 is expected to total some M$3- 
3.5 billion (up from M$1.8 billion last 
year), compared with earlier, more pes- 
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26% ), indicates, however, that the SMP 
projects will suffer heavy cutbacks. 
More than 80% of the M$74 billion 
that has been allocated is being used to 
complete projects initiated under the 
previous plan. This leaves only M$12.9 





simistic c projections of M$5 billion, be- 


cause of the fall in primary commodity 
and oil prices. Significantly, govern- 
ment spending on export-credit re- 
financing has shown a marked increase 
over the past six months. 

But the government is not too keen 
on allowing the Malaysian dollar to 
lose more of its value just to help ex- 
ports. Although some private-sector 
economists believe that the economic 
fundamentals indicate an exchange rate 
of M$3-3.10:US$1, BN believes that on 
a trade-weighted basis, the Malaysian 
dollar's decline since the beginning of 
the year of 20% against a basket of cur- 
rencies is enough. Over the same 
period, the local currency has lost 12% 
of its exchange value against the US dol- 
lar and 35% against the yen. 

The budget for fiscal 1987 will be the 
first test of the government’s resolve to 
push through the development plans 
outlined in the Fifth Malaysian Plan 
(SMP, 1986-90). The trend of the past 
three years (during which development 
spending as a portion of total federal gov- 
ernment expenditure fell from 37% to 
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billion to be spent on new projects — 
and presumably it is from this portion 
that most expenditure savings will be 
taken. 

If this proves to be the case, then 
even more of the burden of responsibil- 
ity for economic growth will be placed 
on the private sector. But there are very 
real doubts as to whether the private 
sector has the means — let alone the in- 
clination — to become the engine of 
growth. The private sector has also con- 
sistently failed to meet targets set in pre- 
vious five-year plans. The SMP, for in- 
stance, allocates private investment an 
annual growth target of 7% in real 
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terms: in the 4MP, private investment | ^ 
was envisaged to grow by 10.7% a year |. 
but achieved only 1.8% growth. In- E 
deed, the share of real private invest- | | 
ment to total investment has declined in - 
Malaysia from about 70% in 1970 to | 
50.4% in 1985. 5 

From where, then, will come the - 13 
growth needed to support the con- |- 
tinuation of the NEP's restructuring |- 
policies? 














Refiating : the economy with the help | 
of the printing presses does not seem — E. 
to some analysts to be such a bad idea, ae 
especially as the domestic inflation rate — Ls 
had reached zero by the end of last year. |_ 
Some bankers believe that 5-676. infla- I 
tion could be beneficial but current gov- ^ 
ernment thinking is that while interna- | 
tional inflation may have some advan- - 
tages, it would be very dangerous forthe | 
country to go it alone. “You can't just | 
open and close the tap of inflation pi 
whenever you want," one technocrat |. 
told the REVIEW. But he added that the b 
government was prepared to print extra | - 
money for specific purposes — such as f 
the M$1 billion New Investment Fund to f 2 
support the creation of new investment - 
in agriculture, manufacturing and — 
tourism. 


over the past Six máfiths that foreign in- Ti 
vestment has been chosen by the goy- 
ernment as the main vehicle for econo- f 
mic growth. The first indications of the | - 
government's new pragmatic approach - 
to the management of the economy 
were the substantial concessions this | 
year on equity ownership in new pro- |. 
jects by foreign partners and a relaxa- E 
tion of the long-term policy to reduce | 
foreign ownership of existing com- 4e 
panies to 30%. 

Malaysia will be competing with its 
neighbours not only in terms of what tax he E 
concessions, land availability or labour | 
costs it can offer to investors but also ur Ed 
how quickly that investment will be re- {7 
turned. Despite attempts to. cut down 
red tape and reduce delays, Malaysia | 
still seems to compare badly with the | y 
rest of Asean (except the Philippines) in. 
economic efficiency. Bankers’ Trust — 
has calculated that the average coun- le 
try in the Asia-Pacific region requires — 
US$2 of investment to generate US$1 | 
of annual output. In Indonesia, the |. 
ratio is four-to-one. Malaysia's cp 
tal-output ratio is estimated by the - 
Ministry of Finance at six-to-one. One - 
of the reasons for this high level of in- 
efficiency is corruption. | 

For obvious reasons, corruption is A 
rarely put forward in Malaysia as a pos- |” 
sible source of its present economic ills |: 
but most businessmen will confirm that. 
it is endemic. The irony is that the sus- | 
pension of the NEP's restructuring pro- — 
gramme will probably do more for the — 
economy by removing one of the prime f 
avenues for corruption than it will by | 
stimulating investment. — Nick Seaward 
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S Fifth. Milo Plan 
(SMP), in its discus- 
sion of the progress 
and prospects of the 
i NEP. This is some- 

‘an understatement as far as Ma- 
is Sconce med not only is poverty 
the incidence of poverty inextrica- 
»ound up in the wider debate about 
ial inequality, but it has also been im- 
ssible to get pressure groups to agree 
a. common yardstick by which the 
| can be measured. As a result, the 
'y real progress that has been made 
n reducing poverty over the past 16 
ears has been overshadowed in the 
rgument over who is poorer than 
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me economists have argued that it 
misleading in the Malaysian context 
measure wealth by cash income 
lone: that land ownership, government 
cholarships, services and subsidies 
uld also be taken into account, Until 
recently, the government seemed to 
take an opposite view, measuring 
wealth on a narrow cash-income basis 
‘ough indirect methods which threw 
p lar ge disparities between the irici- 
nce of poverty among the bumiput- 
s, who have traditionally predomi- 
ated in the rural areas, and the 
hinese, who live in towns or semi- 
urban New Villages (NVs). 
In 1984, however, the Department 
f Statistics conducted a household-in- 
me survey, which provided sufficient 
ta to enable a direct estimate for the 
rst time. This estimate showed that 
risingly rapid progress had been 
ide in achieving the first objective of 
NEP. The incidence of poverty in 
nsular Malaysia was found to have 
n from: 49.3% in 1970 to 39.6% in 
5 and down to 18.495 in 1984. The 
et of 16.7% incidence by 1990 on 
ent trends seems attainable, though 
> drastic. downturn in commodity 
s over the past 12 months has 
bably hit the rural population very 





ie SMP also makes use of this new 
oe what are thought to be 






ethnic group. It shows that 
mutta income grew by about 30% 
g 1 > period 1979-84, compared 
10% for the Chinese and only 9% 




















i household income grew from 
of C hinese mean household in- 
o 57% ^o. and from 65% t to 78 Yo ot 
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> Indians. As a result, bumiputra 





with rural to urban mean. income de- 
creasing from 56% to 33%, 

This last fact is most significant as 
only 30% of bumiputras lived in urban 
areas of 10,000 inhabitants or more at 
the time of the 1980 census, compared 
with 60% of the Chinese and 46% of the 
Indians. Thus statistically, the mere fact 
that more Malays live in the countryside 
than Chinese accounts for nearly half of 
the mean household-income gap be- 
tween those two races. 


This is borne out by comparisons of 


urban Chinese with urban Malay in- 


come in 1957, which show an average | 


monthly income for that year of M$320 
and M$249 respectively, indicating that 
the real imbalance was 22% — not the 
50% implied by a straight comparison of 
median monthly income at the time. 

The SMP does not provide more up-to- 
date figures comparing ethnic group in- 
come within urban or rural contexts. 


for Melee rhroughous Fe insular. Ma- 
laysia as a whole is 5.5 and 4.9 respec- 
tively, according to Gerakan. a 

Furthermore, if the MCA's esti- 
mate on the average percentage of 
breadwinners per household is factor- 
ed into the Gerakan estimates on the 
number of persons per household, we 
arrive at an average of 3.47 breadwin- 
ners per Chinese household and 2. 01 
per Malay. 

. In simplistic terms, therefore, the 
average Malay household has 5896. of 
the earning power of its Chinese count- 
erpart — a figure which is mirrored very 
closely by the SMP's 57% estimate. of 
bumiputra mean household income as a 
percentage of Chinese mean household 
income. 

This is a very crude calculation; of 
course, as it does not take into.account 
the higher potential earning power of an 
individual Chinese breadwinner versus | 
his Malay counterpart: for instance, the | 
bumiputra share of eight selected pro- | 
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: THE PC OR GET RICHER (Poverty in Peninsular Malaysia) 


incidence of poverty, 
rural and urban f 70) | 


However: a. DUE by Unnventiü Malaya 


in 1984 showed that among the urbar 
|. 1t does point to the danger of basing a 
“major governmental policy on question- 
able economic data. 


poor in. Peninsular Malaysia, mean 
Malay income was about 75% of non- 
Malay. 

It is the contention of the MCA: s 
think-tank that the present method of 
comparing ethnic group income by 
household also distorts the picture. 
For instance, a survey in 1984 of 2,000 
households in the urban areas showed 
that 63% of the members of Chinese 
households participated in some form 
of economic activity while the cor- 
responding figure was 41% for the 
Malays. This was due largely to the 
fact that only 4096 of Chinese children 
from 16-19 remained in secondary 
education compared with 57.1% for 
Malays. 

Further distortion of household-in- 
come estimates may be due to the seri- 
ous overcrowding of the NVs, which ac- 
count for more than 1.5 million, or 30% 
of the Malaysian Chinese. According to 
surveys conducted between 1972 and 
1983, quoted by Gerakan (the self- 
styled “conscience” 


of the National 
| Front government), the average house- 





age net annuali income of M$1. ,780. 


Source: Fifth Malaysia Plan. 


FEVIEWTABLE by Andy Tang 
fessions in. 1984 was about 21% com- 


pared with the Chinese 6275. However. 





It is the government's contention 


that it does not regard poverty in a racial 


shared by the Chinese parties in the rul- 


ing ‘coalition. As Gerakan itself said in 


its major position paper on the NEP in 
1984: “A racial bias is also inherent in 
the implementation of many of the 
poverty-eradication programmes, This 
bias follows from the subjective view 
held by many Malay bureaucrats and 
politicians who Miis poverty with the 
Malays." 


| 
i 
| 
| 
| 
| 
perspective, but this view is clearly not 


he government. is on safer ground 

with the M$430 million it spent.on 
fertiliser subsidies to the paddy. farmers 
during 1981- 85, even though the reci- 
pients were overwhelmingly Malay. 
The incidence of poverty in that sect- 
or was still very high at 57.7% when 
last calculated in 1984 and, even 
then, 69% of the paddy farmers’ . 4 
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| indthe form of soi subsidies. 

‘When the horse-trading begins in 
earnest during the next two years on 
what is to succeed the NEP, the greatest 
pressure on the government is not likely 
to come from the Chinese parties — 
however hard done-by they might feel 
— instead it will come from the Malay 
rural poor, who have seen precious little 
change in their lifestyles despite the fact 
that their race owns 17.8% of total 
equity. 

Statistics show that the top 30% of 
Malays (by income) increased their 
share of total Malay income from 54.4% 
in 1957 to 65.1% in 1979. (Comparable 
figures for the Chinese are from 
57.3% to 63.7%.) 

The golden years of the bumiputra 
elite may already be over. While there is 
still some 12% of Malaysian limited 
companies’ equity that has to be trans- 
ferred if the NEP’s target of a 30% 
bumiputra holding is to be met, the 
government has stepped in to prevent 
special bumiputra share issues being al- 
located to individuals, specifying 
bumiputra agencies and trusts instead. 
Worse still for these tycoons is the fact 





























that the few remaining foreign-owned 
companies left in Malaysia have now 
been permitted to retain controlling 
shareholdings. 

There is even doubt in some quarters 
that the government’s estimate of a 
17.8% bumiputra stake in Malaysian 
equity is high enough. Gerakan stated 
back in 1984 that by its own calcula- 
tions, the bumiputra holdings had 
reached 30%. It estimated bumiputra 
ownership of such key sectors as 
plantations, mining and banking/fi- 
nance at 45%, 50% and 70% respec- 
tively. 

A long-standing cause of complaint 
by the non-bumiputras has been the way 
the government lumps in share-holdings 
controlled by nominees and locally con- 
trolled companies under the heading 

"other Malaysian residents." This, they 
argue, has inflated their holdings by at 
least 12 percentage points to 56.7%, ac- 
cording to the SMP latest estimate, 
while the holdings of several bumiputra 
agencies — including those of the gov- 
ernment other than those held through 
trust agencies — have been excluded. 

— Nick Seaward 
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Bamivutras must take 
their equity on trust 


The task of restructur- 
ing the economy to 
take the Malays out of 
the paddy fields and 


ly on the national 
equity corporation, 
Perinodalan Nasional Bhd (PNB), and 
its precursor by nine years, Perbadanan 
Nasional (Pernas). While Pernas has 
concentrated on building up a string of 
companies for trading on its own ac- 
count, PNB has become the holding 
company for investments worth M$6.1 
billion (at cost) in plantations, proper- 
ties, mining and industry — most of 
which will eventually be transferred to 
its unit trust scheme Amanah Saua 
Nasional (ASN). 

Bumiputra-owned holdings ac- 
counted for 17.8% of the equity in 
Malaysian limited companies last year 
compared with only 1% 
in 1969. Together with 
ASN, PNB accounts 
for 45.2% of the 
bumiputra-held share. 
It has controlling 
stakes in such well- 
known companies as 
Malaysia’s largest 
bank, Malayan Bank- 
ing; the largest min- 
ing company, Malaysia 
Mining Corp. and the 
plantations major, 
Harrisons Malaysian 
Plantations. It also 
holds substantial stakes in Malaysian 
Airline System and the trading and 
plantations giant, Sime Darby. 

A fact sometimes not realised out- 
side Malaysia, however, is that though 
PNB is a privately owned company 
under the terms of the Companies Act, 
it has become the owner of 8% of the 
corporate wealth in Malaysia with the 
help of direct funding from federal- 
government annual budgets. PNB has 
also benefited substantially from the 
transfer of shares at cost by state eco- 
nomic development corporations and 
statutory bodies such as the Malaysian 
Rubber Development Corp. and Per- 
nas. 

Determining the extent to which tax- 
payers’ money goes towards the enrich- 
ment of the bumiputras through PNB is 
very difficult as the company is sub- 
sidised from so many off-budget 
sources. PNB's sole shareholder, the 
Bumiputra Investment Foundation 
headed by the prime minister, was allo- 
cated M$122 million in the last budget, 
while the various state economic deve- 
lopment corporations were allocated 
M$84 million. 
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A significant portion of the state | 
development corporations’ allocation i. 
has found its way back to PNB through | 
the transfer of profitable companies | 
owned by them. As of September last | 
year, M$918 million worth of shares had | | 
been transferred to PNB from 37 gov- | 
ernment-owned companies, federal | 
agencies and state corporations in this | 
way. 3x 
The eventual aim is for the equity | 
holdings of PNB to be transfer ed. 
to individual bumiputras rather than - 
held on their behalf by a benevolent 
government agency. This is being - 
achieved through ASN, which was — | 
launched in April 1981 using assets | 
transferred from PNB at or below mar-: | 
ket price. | 
By the end of 1985, M$632 milion | 
worth of shares had been transferred | 
from PNB using this method, and ASN | 
had accumulated additional investment | 
of M$2.36 billion from 2.05 million | 
bumiputra unit holders aged 18 or over 
— an extraordinarily high proportion of — 
the total eligible bumiputra population, | 
indicating a coverage rate of 43%. = J 
he initial ASN purchase minimum 
is 100 units valued at M$1 each, bu 
only the first 10 units have to be paid u z| 
front — an anticipated annual dividen 
rate of 10% takes care of the rest over a - li 
10-year period during which the units | 
cannot be sold. To ensure that the units — 
remain in bumiputra hands after 1990, | | 
when the first schemes mature, ASN 
has set up a separate company, Amanah | 
Saham Nasional Bhd, which will re- | 
deem units and sell them to other | 
bumiputra buyers. m 
Investors may hold up to 50,000 units | 
each, with dividends tax-free up to a | 
maximum of M$5,000. Last year, the di- I 
vidend declared was 10.2%, fog di 
with a bonus issue of one unit for every 
14.3 units held. EE 
This was surprisingly generous in- 
view of the tumble the stockmarket hac si 
taken last year. ASN holds investments | 
totalling M$2.5 billion in 111 com- | 
panies, of which 68 are listed on neg 
Kuala Lumpur Stock Exchange, but i 
seems income from other sources may 
have made up for the shortfall. eei | 
chief executive Khalid Ibrahim was re- | 
ported in April as having stated that | | 
ASN’s total portfolio of quoted invest- i 
ments had a market value of some 2% | 
above cost as of the end of last ye but 5 | 
that “today the market value . . . fluc- | 
tuates within a range of 10% of the | 
cost.” Total dividend return obtained d | 
by ASN was around 8% of Fe 
ers’ funds and the net asset value for 
each M$1 unit was around M$1.45 by | 
the end of last year. — Nick Seaward | 
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The Malaysian Gov- 
ernment's new prag- 
matic attitude to- 
di wards the implemen- 
mWEZWME tation of the NEP has 
dm et Ai been most keenly felt 

in the area of foreign 
— — Re 97 W investment. Over the 
past 12 months there has not only been a 
substantial relaxation of restrictions and 
regulations governing new foreign in- 
vestment, but existing foreign-owned 
companies in Malaysia have also been 
allowed to restructure their equity in 
line with the NEP while retaining their 
controlling stakes. 

No one knows whether the change of 
the. 30% foreign-ownership rule has 
been implemented to encourage poten- 
tial new investors or whether it is in re- 
sponse’ to criticism in a confidential 






- World Bank report earlier this year 


(REVIEW, 7 Aug.). The report said that 
the reduction of foreign-held equity to 
3096. through substantial share pur- 


- chases by Malaysia over the past five 
years had increased the. foreign-debt 


burden and the outflow of capital. How- 
ever, it seems that the relatively few 
foreign majority-owned companies still 
left in Malaysia started to get the mes- 
sage of a change of heart early last year, 
indicating that the technocrats of the 
Foreign Investment Committee had 
come to the same conclusion earlier 
than the World Bank. 

Rothmans of Pall Mall (Malaysia), 
or RPMM, announced late last year a 
plan to increase its bumiputra participa- 
tion from 4.8% to 30% while still retain- 


- ing its original 50% controlling stake. In 


May this year it got the official go- 
ahead, becoming the first publicly 
quoted company to have restructured 


- its equity in line with the NEP without 
- relinquishing foreign control. The way 
it did so, however — by diluting non- 


bumiputra Malaysian share holdings — 
drew criticism from the Chinese parties 
both in the ruling coalition and opposi- 
tion. 

Although RPMM and the govern- 
ment came out of the protest unscathed, 
the reaction to the deal may have 
prompted the Ministry of Trade and In- 
dustry to study more closely the political 


| implications of other similar schemes in 


the pipeline. These include a plan by 
Nestlé to reduce its ownership of four 

rivate companies in Malaysia from 
80% to a 51% stake held by. a new pub- 
licly listed company, and a scheme by 
Imperial Chemical Industries (ICI) to 

ush up the bumiputra shareholding of 
its 50.1%-owned quoted company, 
Chemical Co. of Malaysia (CCM) 
through CCM’s purchase of three par- 
tially bumiputra-owned ICI sub- 
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Welcome back to 
foreign investors 


rr 
Stanchart; Hongkong Ba 
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sidiaries. Dairy products manufacturer 
Dutch Baby Milk Industries (Malaya) is 
another quoted company which is ex- 
pected to follow the RPMM example. 

Wholly foreign-owned private com- 
panies face no such problems. Last 
month BP Malaysia revealed a scheme 
to sell 17.6% of its enlarged equity to 
two local bumiputra institutions, the 
pension fund of the Malaysian Armed 
Forces and the Malaysian Police 
Cooperative Society. These two bodies 
have the option to increase their joint 
stake to 30% within 12 months, though 
BP expects to have three or four local 
partners eventually. 

Interestingly, neither Pernas nor 
PNB is expected to buy stakes in BP 
Malaysia — possibly because they con- 
sider the asking price of the shares too 
high. Just recently PNB and the Muslim 
pilgrimage board, LUTH, balked at 
paying the M$2.70 a share for the re- 
maining 12.5% they need to bring their 
combined stake up to 30% in the local 
operation of Lever Bros. 


ll eyes now are turned on the two 

largest foreign-owned banks remain- 
ing in Malaysia — the Hongkong and 
Shanghai Banking Corp. and Standard 
Chartered. There were plans a few 
years ago to buy out these substantial 
local operations and restructure them 
into new 70% Malaysian-owned banks 
— in the same way that Banque In- 
dosuez became Malaysian French Bank 
two years ago — but the enormous sums 
of money needed proved prohibitive. 
Now that the Hongkong Bank and Stan- 
chart can get away with selling only 30% 
of their equity, a restructuring might 
have become feasible once more. 

When questioned on this possibility, 
the Ministry of Finance told the 
REVIEW that while the long-term objec- 
tive to restructure all foreign-owned 
banks still existed, some 60-70% of bank- 
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ing in Malaysia was already 

in bumiputra hands and 
therefore the overall target 
of the NEP for that sector 
had been met. Restructur- 
ing Hongkong Bank and 
Stanchart would make no 
sense in terms of the over- 
all target of the NEP, the 
REVIEW was told. 

Such pragmatism would 
have been unheard of a few 
years ago but is representa- 
tive of the new attitude to- 
wards foreign capital pre- 
vailing in the ministries. 
The Industrial Coordina- 

| tion Act (ICA), which only 
a few years ago was being 
described by Gerakan as “a 
legal instrument through 
which the government 
seeks principally to ensure 
greater bumiputra partici- 
pation... rigidly enforced 
by an overzealous bureau- 
cracy," has now been relaxed to such an 
extent that an official of the Malaysian 
Industrial Development Authority 
(MIDA), which administers the ICA, 
could tell the REVIEW with a straight face 
that “it is a travesty of the truth to say the 
ICA is there to implement the NEP.” 

Recent changes to the ICA now 
exempt manufacturers with sharehold- 
ers’ funds of less than M$1 million and 
which employ less than 50 full-time em- 
ployees from having to apply for a li- 
cence (the previous limits were 
M$250,000 and 25 employees). More 
importantly, perhaps, no equity condi- 
tion will now be imposed on companies 
with shareholders’ funds of less than 
M$1.5 million providing they do not al- 
ready hold pioneer status. In addition, 
companies exporting more than 80% of 
their production will be allowed to re- 
tain up to 80% foreign-equity participa- 
tion, rising to 100% for companies in- 
volved in high-technologv fields. 

The proportion of exports to total 
output is the deciding factor in deter- 
mining whether the government is will- 
ing to waive the 30% foreign-equity re- 
striction. Any company exporting less 
than 20% must abide by the 30% equity 
rule, but for any company exporting 
above that level the rules are quite le- 
nient. Up to 51% equity for any foreign- 
owned company exporting 20-50% of 
production is permitted, while com- 
panies exporting 51-79% of their output 
are allowed to own 51-79% of the equity 
— though it is not clear whether there is 
a direct correlation between the two. 

In view of the efforts made by the 
Malaysians to gain control of their min- 
ing industry through Malaysia Mining 
Corp., it is equally surprising that 
MIDA has turned its policy around by 
180 degrees and announced that 100% 
foreign ownership will be permitted for 
companies mining and processing min- 
eral ores. — Nick Seaward 
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In pursuit of profits 





loday' trucks are wonders of engineering perfection, cared for and 
pampered by their drivers. Often, much of the credit is due to the 
engine. 

This is the story of how an advanced engineering company 
called Atlas Copco helped a Swedish truck builder improve quality 
and cost-efficiency in engine assembly 

If you're concerned with company profits, this story could 
relate to you, too, no matter what industry you're in. 


STRIVING 
FOR THE SUPREME 
. DIESEL. 


The small town of Södertälje, on the 
east coast of Sweden, was once fa- 
mous for its suger-coated twist buns. 
These delicate cookies were much 
appreciated by travellers making a 
halt at the not-so-grand central sta- 








bolt is tightened individually to ac- 
curate torque specifications. 

If a cylinder head is poorly 
tightened, gas will escape, com- 
pression will drop, performance 
will deteriorate and fuel con- 









tion. 

Today, Södertälje is best known 
to the modern traveller for a some- 
what more complex product; truck 
drivers the world over wax lyrical on 
the power and performance of Scania 
heavy trucks. ' 

Scania’ has a long and proud tra- 
dition of engine building. The 
first engine left the factory as 
long ago as 1897. 


Born: a new engine. 
Scania commissioned the as- 
sembly line for their new 8.5- 
litre engine in 1984. Annual 
production is running at about 
9,000 units. 

Ingvar Johnson is in 
charge of engine assembly; a 
man who prides himself on a 
rational and reliable manufac- 
turing process. Critical opera- 
tions include the tightening 
of 98 bolts at 9 joints. Each 


Scania is one of the world’s six 
leading builders of heavy trucks. 
Atlas Copco nutrunners precision 
torque the bolts in the cylinder 
heads on Scania’s new 8.5-litre 


diesel engine. 
* Scania is the truckdivision of the Saab-Scania Group. 


sumption will rise. Bad for business 
and bad for the customer. 

Or, if a single bolt is missing in 
the cap of a crank-shaft bearing, the 
first test run will send the con rod 
straight through the engine block. 
You can scrap the engine there and 
then. Even worse for business. 

































But good business is uppermost 
in Ingvar Johnson’s mind. 


A tough school. 

Atlas Copco nutrunners solved the 
problem. Ingvar Johnson uses one 
for each of the nine critical joints. 
Each bolt is tightened to a specific 
torque and then retorqued to a 
given angle. The entire se- 
quence is controlled and moni- 
tored by a computer. 

As a result, Ingvar John- 
son has dramatically reduced 
the variations in final tighten- 
ing data; from +20% to +3%. 
And no bolt will be forgotten. 
The computer will not permit 
an engine to move along the 
assembly line before all bolts 
are correctly torqued. This 
means a full, 100%, quality 
control. 

Who is this Atlas Copco? 

By now you may be won- 
dering, “What has all this got 
to do with me? I’m not even 
remotely concerned with the 
truck manufacturing  busi- 
ness’. A lot, we hope. Read 
on and see. 





























| Ingvar Johnson, head of diesel engine 
assembly at Scania in Södertälje, Swe- 

Hill den, has successfully combined 

| | engineering quality with profit- 

ll | | able productivity. 
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extra cash for truckers the 
world over. 

What it’s worth to Sca- 
nia is a well kept secret. But 
there’s no questioning the con- 
tribution it has made to Scania’s 
ranking as one of the world’s 
topsix manufacturers of heavy 
trucks. 

Your ticket to extra profits. 
When you buy something from 
Atlas Copco, you are not mere- 
ly purchasing a product. You are 
buying a profitable solution in 
every situation. Our aim is to 
help you cut your operatingcosts 
or increase your income. Or both. 
We don’t pride ourselves on 
having developed our methods 
and products all on our own. They 
are the result of close cooperation 
with our customers. Like in the 
case story you just read. 

Atlas Copco has 16,300 em- 
ployees on five continents. We 
have our own sales companies in 
47 countries and distributors, in- 
cluding direct sales operations, in 







Atlas Copco is one of the world’s 
leading companies in the field of 
compressed air and hydraulics. But 
we're also active in other technical 
areas, such as electronics. 

The company sells its 3,000 
products and services to 250,000 
registered customers in more than 
120 countries. 

Our manufacturing and product 
development are spread over 16 
countries. Invoiced sales in 1984 ex- 
ceeded US$ 1,000,000,000. 

Typical customers are indust- 
ries involved in mechanical produc- 
tion, food processing, chemicals, 
pharmaceuticals, textiles and elec- 


^ ; | h : Name | 
tronics. Included in this group, of one and general information on how 
course, are building and construction | Dra solves customer problems Position | 
contractors and mine operators. | [ My business is Company 
REF : (specify type of industry). Send me in- 
Five-figure savings. formation that shows what youcan doin Street 
The total cost of Atlas Copco equip- | this field. ; | 
ment to Ingvar Johnson’s depart- Orminterestedin__ . = = City 
ment was some US$ 250,000. An | (poy — product). Send me rele- — State Zip | 
vant literature. 
investment that has returned a fast C Have your nearest representative call Country 
pay-off. | me for a no-obligations discussion about | 
Firstly, adjustment costs have a specific product. Phone 


dropped by US$ 20,000 per year. 


Secondly, not one single engine 
has been lost in test since the Atlas 
Copco system was introduced — an 
annual saving of US$ 40,000. 

Thirdly, precision torquing of 
cylinder head bolts has enabled 
Scania to build a high-compression 
engine with fuel-pinching economy. 

The performance translates into 


another 85. 


All this is backed by more 


than 400 service centres with train- 


ed mechanics and 
spares all over the world. 


off-the-shelf 


So we’re never more than a 


phone call away. 


Atlas Copco 
a ae 


I would like to see for myself 
if Atlas Copco could help 
me to wed. a little more money. 


[ Send me your brochure, “In Pursuit of 
Profits", with more case histories like this 


| YES, 


Mail this coupon to Atlas Copco Head- 
quarters, S-10523 Stockholm, Sweden. 
Or use this magazine's reader service card. 
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WHO IS NOKIA? 
We're a Fortune 500 company and one of the leading 
industrial groups in Scandinavia. Nokia employs 
20,000 people world-wide and has an annual turn- 
over of USD 2.2 billion. 

Our state-of-the-art expertise ranges from infor- 
mation systems and dedicated networks to publie 
and mobile telephone systems. 

We pioneered digital transmission in the late 
1960's, and in 1982 we installed the first fully digital 
local exchange in Europe. 


want 
SEA PALACE 


Our customers have specific problems that 
demand specific solutions. Like the systems we ve 
designed over the past two decades in more than 35 
countries, including Hong Kong, Singapore, Indonesia, 
Australia and the People’s Republic of China. 

So if telecommunications is one of your top 
priorities, give us a call. We've got the answer. 
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Celebrate 
The Difference. 


It's the first thing you'll atmosphere and value. 


notice about the Hotel Sari 
Pacific. The natural spirit of 
friendly Indonesian 
hospitality. Warm and 
captivating. 

And, quietly in the 
background, international 
standards underline 
everything we do. For a 
refreshingly different style of 
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Right in the heart of 
Jakarta's Central Business 
District. With 500 spacious 
airconditioned rooms, first 
class comforts, luxurious 
restaurants. 

It’s where you'll feel at 
home. And it makes a very 
welcome change. 


Hotel Sari Pacific 


The hotel with heart up Ja kar ta 


Jalan M.H. Thamrin 6, P.O. Box 3138 Jakarta 
Tel.: (021) 323707 Telex : 44514 HTLSARI IA 


Fax No.: 323650 

For reservations and information, please call: 
Sydney, Australia (02) 264-1122 
Singapore 296-8678 
Hong Kong (5) 891-1391 
Tokyo, Japan (03) 214-3001 
London, U.K. (01) 491-3812 
Los Angeles, U.S.A. (800) 663-1515 


British Airways Associate Hotel 
K.L.M. Golden Tulip Worldwide Hotel 
Concordia. 


739 PAN PACIFIC HOTELS 


An Ocean of Hospitality 





Business 
Travels 


With The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 








































At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
em Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 
Elaine Goodwin, 
General Sales Manager 
Far Eastem Economic Review, 
G.P.O. Box 160, 

Hong Kong. 
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Unparalleled influence in Asia. 






Fuji unlocks 
new opportunities. 


One key to international success is choosing the right financial institution. 
You need solid assets, diversified services, experienced personnel, and a worldwide network. 
You need Fuji Bank, one of Japan's largest. 
Our growing network covers 34 cities in 21 countries to help you anywhere, anytime. 
Our about U.S. $177 billion in assets enable us to finance virtually any project. 
And our experienced international staff can provide you with a wide 
range of financial services and information. 
For a head start in international business, start with Fuji Bank. 
We'll open up considerable possibilities. 


@ FUJI BANK 


Tokyo, Japan 


Overseas Network 

Hong Kong, Seoul, Singapore, Jakarta, Manila, Bangkok, Kuala Lumpur, Beijing, Shanghai, 
Dalian, Guangzhou, Shenzhen, Sydney, Melbourne, London, Dusseldorf, Frankfurt, Zurich, 
Luxembourg, Paris, Madrid, Bahrain, Tehran, New York, Los Angeles, Chicago, Houston, Seattle, 
San Francisco, Atlanta, Miami, Toronto, Mexico City, Sao Paulo 


e . r 
Heller Financial, Inc., Heller Overseas Corporation 





avant-garde 





The new symbol of success... 


avant-garde’ a perfect blend of outstanding jewellery watch 
design, watchmakers’ skills and space-age technology. The futuristic 
styling of the case and bracelet combines the luxury of warm golden 
tones with the highly-polished lustre of super-hard, scratch-resistant 
tungsten carbide. 

Watch and bracelet merge into a harmonious curve, enhanced by the 
scratch-resistant crystal. Water-resistant to 30 meters. 

Baume & Mercier has created these ultra-thin quartz watches with 
date for men and women of obvious distinction. 


-D_ 


BAUME & MERCIER 


GENEVE 
1830 





Showrooms & Service Centres: Hong Kong: Shop I5A&B Edinburgh Tower, The Landmark, Queen's 
Road, Central - tel. 5-222339. Singapore: 0923, 581 Orchard Road, HEX 02-26/27, Hilton International Singa- 
pore - tel. 7328055. Thailand: BANGKOK 10500, The Time Midas CO LTD, 89/7 Bangkok Bazaar Rd, 
Rajdamri - tel. 251-2783. Philippines: METRO MANILA, La Elegancia Jewelry, Makati Commercial Center, 
Shoemart Bldg - tel. 882962. Malaysia: KUALA LUMPUR, G4-5 Ground Floor, Plaza YowChuan, Jalan 
Pekeliling - tel. 2438350. Indonesia: JAKARTA, Liberty Watches & Jewellery, G42-43, Ratu Plaza, Jalan Raya, 
Jenderal Sudirman - tel. 711998. Japan: TOKYO, Heiwado Trading CO LTD, No 8, I-Chome, Higashi-Azabu, 
Minato-Ku - tel. (01) 5861818. Hawai: HONOLULU 96814, Jewel Gallery, 1450 Ala Moana Blvd, 2201 
Taiwan: TAIPEI, Hoover Watch & Gift Co. Ltd, 83/5 Sec. 2 Wu-Chang Street - tel. 3611911. Australia: 
NORTH MELBOURNE, Vic. 3105, Swiss Anglo Agencies, 12-14 Leveson Street - tel. 03-3291833. For infor- 
mation in South Korea: YONGSANKU-SEOUL, Euro Fashion CO LTD, 4A Nodel Mansion, 302-45 Ychon- 
Dong, tel. 798-9521-5. 
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Subscribe now 


and ensure your copy each week. 
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JETSPEEDED RATES 
| B$68.50 | 


China US$22.50 US$75.00 
India US$22.50 US$75.00 
Indonesia US$17.50 "US$58.00 
Japan «6,750.00 Y 22,500.00 
Malaysia M$39.00 M$130.00 


Brunei B$37.50 B$68.50 B$125.00 


Nepal US$19.00 US$64.00 
Pakistan Rs 237.00 Rs 435.00 Rs 790.00 
Philippines US$14.50 USS$27.0C US$49.00 
Singapore 7.50 $$125.00 





Thailand US$17.50 US$32.0C US$58.00 


Rest of Asia US$22.50 USS$41.0C US$75.00 
North America US$28.00 US$51.0C US$93.00 



















Australasia cte i ME Y^ AM 

& Middle East £18.50 £62.00 

Central & 

South America US$35.50 US$65 06 US$118.00 
SURFACE MAIL RATES 

Country | 3months | 6 months 1 year 












HK$350.00 






Hongkong HK$105.00 HK$192.50 
US$19.50 US$36 00 US$65.00 
Elsewhere £13.50 £24.50 £45.00 
A$24.00 A$44.00 A$80.00 


. . . plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


Please enter my subscription for 
CO 3 months [] 6 months [] 1 year 


[] Please include the Yearbook at extra 
US$24.95/HK $195. For airmail delivery, | 
please add: US$7/HK$55 | 


Payment of . ones cs NS BIKIOSRÓ 





(Please print in block letters) 
Name T EUR P nasse: 


AOO'IBSE — Sa di 


Country 1 ae 
[] Jetspeeded O Surface mail 
Cheque payable to Far Eastern Economic Review enclosed 


To: Circulation Manager 
Far Eastern Economic Review, 
GPO Box 160, Hongkong 
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@ THE Stock Exchange of Hongkong 
will have its formal grand opening on 6 
October. Dignitaries from exchanges all 
over the region and beyond will fly in to 
be feted and fed, not only with Chinese 
delicacies but with stories of how won- 
derfully efficient and technologically in- 
novative is the new exchange (formed 
from the four old exchanges and operat- 
ing for the past six months). With any 
luck, the only thing that will come out 
from under wraps will be festive fare. 
With luck, too, the cannonade of 


"champagne corks popping and the 


never-muted roar of Cantonese jollify- 
ing will drown any whisperings about 
certain dark goings-on in the market of 
late. The local rumour mill is already 
churning lurid accounts of brokers brib- 
ing fund managers in Hongkong and of 
investigations by the Independent Com- 
mission Against Corruption. 

So what, say many; brokers have 
been “rebating” commissions to valued 
(especially institutional) clients for 
years. Why are the authorities suddenly 
getting so zealous about such things? 
The answer is (so far as Shroff is able to 
determine) that this is something rather 
different. It looks as though certain in- 


dividuals have been getting greedy on 


their own account rather than just per- 
formance-conscious beyond the call of 
fiduciary duty. 

Stock Exchange Rule No. 534 says 
that brokers’ commissions in Hongkong 
must not be less than 0.25% (buying or 
selling) and that no rebate must be given 
which has the effect of avoiding or cir- 
cumventing this rule. That does not 
mean, of course, that a broker cannot 
charge a higher commission and rebate 
a portion to a favoured client. In fact, 
most people talk of 0.5% as a “stand- 
ard” commission charged by local 
Hongkong brokers. London brokers in 
TOL aati usually charge more — up to 

1% — in return for dealing in large lines 
of stock and supplying research. 

The key question is who gets the “re- 
bate." If it is the investors in a particular 
fund, everyone (including the law) is 
presumably happy. If it is an individual 
or individuals with the knowledge of the 
fund but without the knowledge of the 
fund's investors, then they should be 
unhappy. But they would probably have 
to seek redress in a civil action. If it is 
some particular dealer on behalf of the 
fund, without the knowledge of its prin- 
cipals, then that is a matter for the law. 

If this sort of rake-off is going on — 
Shroff gathers that at least one fund 
manager has been ousted on suspicion 
— then the sooner it is stopped the bet- 
ter. This applies not only from the 
stockmarket's point of view but also 
from that of s M s major fund- 
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Eddie or kick-back? 
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management industry. That involves 
some 200 unit trusts nowadays handling 
a cool US$20 billion or so, on behalf of 
offshore investors in the main. They 
might not be amused at the thought of 
their favourite fund manager booking a 


broker’s commission of say 0.5%, but 


takin ng half of that back from some 
friendly broker to line his own pocket. 

€ NO doubt the guests at the stock ex- 
change opening will marvel at the new 
electronic-trading system, as Shroff 
must admit, he did too on first en- 
counter. It is a good system in the sense 
that it does allow brokers to see elec- 
tronically who is offering what price for 
scrip. What Shroff, and quite possibly 
the stock exchange overlooked though, 
is the potential for market rigging which 
it also offers. Buyers or sellers can exe- 


cute an entire order with one broker 


rather than having to work their way 
down a ladder of offerees under the old 
system. If this leads to cartelised trading 
and price fixing in Hongkong, as some 
people in government suspect it may be 
doing, then the exchange had better 
look at the system again. 

e THE exchange is doing some things 
to burnish its image. It has just an- 
nounced a system of quarterly reporting 
for all trading members (in addition to 
their annual reports) so as to monitor 
capital and liquidity, to make sure the 
brokerages are still *going concerns," as 
an exchange spokesman put it. The idea 
is that it will protect investors from 
broker default — admittedly an uncom- 
mon occurrence in Hongkong — and act 
as a deterrent to anyone who might be 
tempted to juggle the books, bucketing 
or indulging in any other act of financial 
legerdemain. Reporting will be backed 
up by spot checks to see whether brok- 
ers are complying with the rules. Com- 
mendable, but Shroff wonders how 


many nasty things it might reveal. 


e SHROFF has praised the zeal of the 
Office of the Commissioner for Securi- 
ties for "putting itself in the driving 
seat" (as former commissioner Robert 
Fell put it) on the policing of the stock 
exchange's listing rules. But nowadays 
it is being accused of taking the law into 
its own hands — “inventing” laws even 
— a little too readily. The commis- 
sion seems to have been a bit pre- 
mature, in the case of locally listed 
Crusader Investments, controlled by 
Australian Chinese entrepreneur Lee 
Ming Tee. 

Crusader (or rather its advisers, 
Schroders Asia) told the Securities 
Commission of an impending deal to ac- 
quire gold-mining and exploration 
leases in Brazil. The acquisition would 
be satisfied by the issue of a substantial 
number of new shares. No way, said the 


| Lee: vanquished 
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cora oris sro 
When Crusader | 
was formed in | 
March (from a^ | 
shell company), | i 
the documents T 
accompanying | | 
the introduction - g 
made mention of | 
things like prop- | 
erty or financial | 
investments. in | 
Hongkong — but 
nothing abe t 
Brazilian gold. - e 
The *nexus" between Brazilian mir 
ing and the Hongkong investor was re = i 
mote and gold mining is highly specu la- 3 
tive anyway. What appears to have wor- - 


crusader. 


ried the commission even more is the | 
prospect of the gold-lease vendors We 
coming controllers of Crusader, able to 
manipulate its price from offshore. 
Crusader says it is hard to see how a | 
“proposed deal” could represent a “not- | 
ifiable transaction” under the listing g | 
rules. True, but presumably the con n- 
mission felt it should act to prevent a | 
false market. Crusader is not the only | 
Hongkong company to alter funda- | 
mentally the nature of its activities — 
and to be controlled from offshore. | 
Probably the commission would be wie 
to issue a general statement of intent " 
tighten listings for all companies noi. 
considered to be Hongkong-related | 
(fixing maybe a proportion-of-assets | 
criterion). 4 
€ APROPOS of which, Shroff learns | i 
that Sir James Goldsmith has informed | | 
the Stock Exchange of Hongkong that - 
he intends de-listing his Hongkong com- |. 
pany, General Oriental ayes a di Ne 
(GOI) from the local stock exchange. — 
The branch registry for the company | 
will close and will be transferred to the - | 
Cayman Islands, where GOI has been- 
incorporated for some time. His “rather 
abrupt," as one official described it, de- 
cision was explained in a letter to GOI 
shareholders as designed to facilitate fu- | | 
ture share issues by the company with- 
out the need (under Hongkong rules) - 
for shareholders' approval. E 
The stock exchange has told b 
Goldsmith that he should give at least 21 Fi 
days’ notice of de-listing, which would d 
take it up to around the middle of : 
October rather than the 15 September - E 
date he proposed. General Oriental | 
will be listed instead on the Vancouver | — 
Stock Exchange. Goldsmith once told | . 
Shroff that General Oriental would be- 
come “bigger than Jardine Matheson in - 
Hongkong." It never quite made. that — s 
but as Jardine has pushed off to Ber- | den i 
muda too, maybe he can outdo the Kes- TA 
wicks in the Caribbean. : 
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No more empty pledges 


Thailand's stockmarket will benefit from tax reforms 


By Paisal Sricharatchanya in Bangkok 
At: many empty pledges by pre- 

vious governments over the past 
several years, the new coalition, again 
led by Prime Minister Prem Tin- 
sulanond, appears to be committed seri- 
ously to developing Thailand’s equity 
market. Government planners and pri- 
vate economists agree that a healthy 
capital market is necessary for strength- 
ening the weak corporate sector. 

Pinpointing the development of the 
stockmarket as an urgent task, Finance 
Minister Suthee Singsaneh said recently 
that “we want the SET [Securities Ex- 
change of Thailand] to be an instrument 
for savings mobilisation and a source of 
capital for businesses in expanding their 
equity bases. If we can encourage 
[firms] to increase their equity, we will 
also widen the tax base, which is the best 
solution to solving the government's re- 
venue shortfall . . ." 

The stockmarket has been markedly 
bullish in recent months, helped by de- 
clining interest rates and other favoura- 
ble factors. Shattering the record of re- 
cent years, the average daily turnover 
rose from about Baht $85 million 
(US$3.2 million) in July to Baht 140 mil- 
lion and Baht 150 million in August and 
September, respectively. It surpassed 
Baht 200-300 million on selected days in 
early September. 

As a-first step in a promised package 
of tax and incentive reforms, the gov- 
ernment on 9 September altered the tax 
system on interest from debentures, 
changing the method of calculation to a 
flat 15% — or the same rate as the with- 
holding tax on interest from bank depo- 
sits. The decision is expected to revive 
the long-dormant debentures market. 

More importantly, the issuance of 
medium- and long-term debentures 
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may help to improve a structural weak- 
ness in the Thai corporate sector, which 
traditionally relies on short-term financ- 
ing. This weakness has dealt a crippling 
blow to a broad section of small and 
medium-sized enterprises during the eco- 
nomic slowdown of the past two years. 
Given the disproportionately high 
debt:equity ratio of most Thai com- 
panies — about 3-4:1 among listed firms, 
rising to as high as 6-7:1 for unlisted 
companies — the obvious long-term sol- 
ution is to raise their equity bases. 
Although never widely used in Thai- 
land, debentures were commonly issued 
by selected large companies in the early 
and mid-1970s, but the issues stopped 
with the enactment of the Public Com- 
panies Act in December 1977. This law 
permits only public companies to issue 
debentures. In order to qualify legally 
as a "public" company, one has to meet 
rigid provisions in divesting shares to a 
large number of small shareholders. 
Since this would dilute control of the 
major shareholders, few companies do so. 


M eanwhile, the SET Act was amend- 
ed in 1984 to allow listed firms a 
similar right to issue debentures. But 
until the latest change, the tax burden 
has acted as a strong disincentive. To 
date, only one company, the Dusit 
Thani Hotel — which came out with a 
Baht 40 million issue earlier this year — 
had taken advantage of the right. 

With one-year bank-deposit rates 
falling to 7.25% now — against a nomi- 
nal 12% prime — investment advisers 
believe medium-term debentures, carry- 
ing about five years’ maturity at 
around 9% interest, would benefit both 
the issuers and subscribers. 

As part of a broader development 
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egy, the SET is giving equal impor- 
tance to the domestic and foreign as- 
pects of the market. A long list of rec- 
ommendations has been submitted to 
the finance minister which calls for, 
among other things, the payment of 
stock (rather than cash) dividend as a 
means to bolster the equity base of 
listed firms as well as to encourage sav- 
ings among investors. 

The SET also asked that the differ- 
ence in the corporate tax of listed and 
non-listed firms be maintained at the 
previous rate of 10% in order to attract 
new listings. In a tax package intro- 
duced early this year, the government 
lowered ordinary corporate income tax 
from 40% to 35% but the tax for listed 
companies remained unchanged at 30% 
(REVIEW, 13 Feb.). $ 

Perhaps the most protracted effort, 
which has yet to bear fruit, is one on the 
exemption of the 25% capital-gains tax 
on foreign institutional investors. Both 
the SET and private market analysts 
agree that foreign investment will be 
boosted if this is lifted. 

At the height of the Pan-Electric 
crisis in Singapore late last year, SET 
authorities urged then finance minister 
Sommai Hoontrakul to lift the capital- 
gains tax as a means of luring foreign in- 
vestment away from the troubled Singa- 
pore and Malaysian stockmarkets. 

Even with the new government's 
stronger commitment to developing the 
market, SET officials are not entirely 
confident that the capital-gains tax will 
be abolished. Foreign investment in the 
market rose from Baht 1.1 billion in 
1984 to Baht 1.5 billion last year and 
Baht 1.05 billion during the first seven 
months of this year. By July, foreign in- 
vestment accounted for 9.6% of the 
market's total turnover, against roughly 
5-6% during 1984-85. 

The most crucial — and probably 
most difficult — task now is to improve 
the supply side of the market. With 96 
listed companies accounting for a com- 
bined market capitalisation of Baht 55 
billion at end-August, the Bangkok ex- 
change is still relatively small compared 
to the Singapore or Hongkong stock ex- 
changes. 

Most analysts point to rampant tax 
evasion within the local business com- 
munity — highlighted by the wide- 
spread practice of keeping more than 
one set of books, particularly among 
small and medium-sized enterprises and 
even some large family-run businesses 
— as the biggest drawback to improving 
the market. “A fairly large number of 
companies presently outside the market 
should ideally join the SET. However, 
if and when they do so, they would not 
be able to evade tax. That's why they 
have decided, so far, to opt out," a 
broker said. 

SET officials are hopeful that free- 
wheeling entrepreneurs would eventually 
find tax evasion less worthwhile — and 
the stockmarket more appealing. Oo 
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ore'the preferred ordinary share dividend 

for the half year to 30th June 1986 was 
85: HK$202 million) Extraordinary profits — — 

amounted to HK$19 million. 

Dividends An interim ordinary dividend of 7 cents per ordinary share 

and an interim preferential dividend of 12 cents per preferred ordinary 

Share will be payable on 24th November 1986. 


Finance If the proposed. demerger of Dairy Farm is approved, The 





S Hongkong Land Group's borrowings will be reduced by 
_ approximately HK$1,500 million resulting in borrowings as a 
percentage of shareholders' funds of approximately 50%. The 


projected borrowing requirements of the Group up to 31st 


December 1990, are now fully covered by committed term facilities. | 


Property: Hongkong Land Property 


_ Investment Properties The company's total commercial portfolio in 
. Hong Kong, including the first phase of Exchange Square, is now 
95% occupied including commitments to lease. The comparative 


figure a year ago was 87%. There exists a shortage of Grade A 
office space throughout Hong Kong and rents have continued to 
move upwards during the year. 


Development Properties The first phase of Exchange Square is 
now 83% committed. Harcourt House and the final phase of 


Exchange Square are on schedule for completion by October 1987 


and the end of 1987 respectively. 


Food: Dairy Farm Operations continued to expand with strong 
Sales and profit in Hong Kong led by the company’s supermarket 
business. In Australia, trading operations performed well but 
consolidated results for the full year are likely to be affected by the 
lower Australian Dollar exchange rate. 


Hotels: Mandarin Oriental Profit increased with The Oriental, 


Bangkok performing especially well. The Mandarin, Jakarta continued. 


to face a difficult market and while The Mandarin, Vancouver has 
been almost 100% full since Expo opened, prospects for this hotel 
after Expo are uncertain, 


“ea 


Directors On 31st August 1986, Mr David Davies, Managing 
Director, resigned from the Company and on 1st September Mr 
Nigel Rich was appointed Chief Operating Officer. 


Demerger of Dairy Farm The Company's detailed proposals for 
transferring Dairy Farm to shareholders will be contained in a 





“separate circular being sent to shareholders Shortly. In the circular the 


Directors forecast that The Hongkong Land Group's net profit for the 
full year after tax and minority interests but before extraordinary 
items will be not less than HK$700 million, after deconsolidating 
Dairy Farm profits effective 31st August 1986. The Directors also 
anticipate extraordinary losses for the year of HK$42 million which 


include extraordinary profits of HK$111 million arising from the 


demerger of Dairy Farm and a provision of HK$172 million against 


Overseas hotel interests. 


SIMON Keswick, Chairman 
Hong Kong, 10th September 1986 
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Directors’ 


As at 30th June 1986, the i 
Associates in the share capi 





































Mr Simon Keswick ^... 0,000 
Mr David Davies D - 800 








Mr George Ho . 1156622 -> 87,162 
Mr S F Hui | o 58,335 | . 5833 
Sir Yuet-Keung Kan 75,435 7,543 
Mr R C Kwok mE 157,417 16,678 
Mr Rodney Leach oM s 
Mr Brian Powers |... 1,000 um 
Mr Owen Price — 28,740. 10,874 
Mr Nigel Rich 2,000 | 719 
Mr ST Wu 8,500 2,500 
In addition, the undermentioned Directors held non-beneficial 
interests in the following companies: | : 
g . Hongkong Land .. — — Manila Mandarin 
Intemational Lid Shares Hotel inc Sharas 
Mr David Davies | 1 — 
Mr Nigel Rich 1 1 


Mr Owen Price, as nominee, holds one share in each of 17 subsidiaries - 


of Dairy Farm, a wholly owned subsidiary of Hongkong Land. 
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(unaudited) six months: Half Year 
January/June 1986 1985 
u "I mu HK$ million 
urnover "5,670 4,700 
Operating profit — . o i f 
. Investment properties, food and hotels 863 777 
Properties developed for sale =- 4 99. + 
| 867 B6 
Share of profits less losses of associates 20 (6€ 
Investment income — T __ & 10. 
Financing charges | ...,53 (552) b 
Profit before taxation | | 456 310 - 
Taxation 
Hongkong (43) 
_ Overseas — 
Profit after taxation 
Minority interests 


























Extraordinary items —  —— —  . č 19 
Profit attributable to shareholders — 404 
Dividends — ordinary — — ^ (153) 
— preferred ordinary (18) 
Dividends per share — ordinary |) 
— preferred ordinary | 12€ 

Earnings per share © | 16.8¢ 














* Ths represents the deferred interim dividend declared in March 1986 
t5096 paid up. ; i 












: By Nick Seaward in Kuala Lumgut 


J alaysia’s beleaguered marine and 
Fl civil contracting company, Promet, 
s fighting for its life. Trading of its 
shares on the Kuala Lumpur Stock Ex- 
change (KLSE) and Stock Exchange of 
ingapore was suspended at its own re- 
uest shortly after noon on 10 Sep- 
tember and 19 of its estimated 33 cred- 
tor banks are only being prevented 
rom foreclosing on the engineering 
group through court injunctions ob- 
tained by Promet in Malaysia and Singa- 
pore. The group — once the darling of 
he stockmarket — owes the banks a 
total of M$300 million (US$115.2 mil- 
lion). 
— Fhe two injunctions are due to ex- 
pire on 26 September, by which time 
romets chairman, Datuk Brian 
Chang, must have come to an agree- 
ment on a further restructuring of the 
.'debt to avoid having his creation being 
-wound up. The banks agreed last year to 

























































x By Nigel Holloway in Singapore 

T he sale of Singapore's Hyatt Regency 
. W hotel to Borneo Properties for 
~ $$183.48 million (US$84.4 million) in 


its sole asset and left its four directors 
wondering what to do with the S$90 mil- 
"Hon or so that will remain after net 
liabilities are met. The deal closes a 
pter on one of the more spectacular 
eers in Malaysia and Singapore, that 
Yap Yong Seong, popularly known 
s Duta Yap, who made his name as a 
roperty developer and share trader in 
the early 1980s. He bought a 47% stake 
in SH from Enrique Zobel's Ayala In- 
ternational in 1984 and proceeded to in- 
volve SH's wholly owned subsidiarv, 
ealion Investments, in a slew of for- 
‘d-share contracts which went sour 
en Pan-Electric Industries collapsed 
November last year. 
The investment company went into 
rship in March, saddling its par- 
debt guarantees of about $$75 











year. At end-1985, SH's current 
abilities totalled S$100 million and cur- 
: ssets were € peer sio. he hotel 














| ‘two completed last ay it Vase Ou. 
ed Bank joined the. board and ad 








cash has stripped Sealion Hotels (SH) of 


lior due for payment at the end of. 


Promet creditors may take: some convincing j to stay aboard 


—————————————————————————————————»—————————— 





grant a moratorium on loan repayments 
and refrain from taking legal action 
until 31 May. Since then, discussions 
had continued while Promet attempted 
to pay off a portion of its debts through 
the sale of assets. It is believed, how- 
ever, that this informal arrangement 
came to an abrupt halt in early Sep- 
tember when the group started default- 
ing on interest payments as well. 

Promet was forced to resort to the 
Kuala Lumpur High Court on 12 Sep- 
tember after receiving letters of demand 
from three of its creditors, Hongkong 
and Shanghai Banking Corp. , Morgan 


| Guaranty Trust and Standard Char- 
| tered Bank — two of whom are mem- 


bers of an ad hoc committee which was 
formed to negotiate with Promet on be- 
half of the 19 creditor banks late last 
year. The injunction restrains all 19 
from instituting legal proceedings to re- 
cover their loans from Promet and five 
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| One more for the sultan 


l The Brunei royal family adds Singapore Hyatt to its portfolio 


was made non-executive chairman. He 
was removed from the board four 
months later. 

A chapter may have closed for 
Yap, but the book remains open. His 
stake in SH is held through Monsia In- 
vestment, which is 99% owned by Yap. 
Monsia is said to owe around S$80 mil- 
lion to Stanchart, which has been given 
the mortgage on Monsia's 47% stake in 
SH. Sealion Hotel's shares, which last 
traded at 47 S cents, have been sus- 
pended for several months. Once the 
sale of the hotel has been approved 
by shareholders and completed, SH's 


net tangible asset value will be 63 S 


cents a share, which falls to about 
50 S cents after obligations are dis- 
charged. 

J In July it was reported that Yap was 
wanted for questioning by the Ministry 
of Finance's Commercial Affairs Inves- 
tigation Department in Singapore, in 
connection with Sealion Investments' 
forward-share dealings. It was not known 
whether these were closely linked with 


Malaysian businessman Tan Koon 


Swan, who was jailed last month for his 


4 paran the demise of Pan-El. However, 


it is understood that Yap is not now 


being sought by the official investigators 
in Singapore. A banker familiar with 


ES affairs said wp had visited eines: 





lowed three ee e later ipis an "inj i tior 
granted in the Singapore High Court | K 
two of Promet's 100%-owned Singa 
pore-based subsidiaries, Promet Pt 
and Promet Holdings (Singapore) 
Promet Pte is the company througl 
which the group had undertaken stee 
fabrication at its rig-building yard i 


J urong. 


T: injunctions are linked to an ap 
plication by Promet under Sectio 
176 of the 1965 Companies Act of Ma 
laysia for a scheme of arrangement t 
restructure its debts. It has obtained | 
court order to hold à méeting with it 
creditors, during which it is expected t 
propose a scheme along the lines of thi 
one that was being worked on followin 
the formal expiry of the moratorium: as 
sets sales and an-orderly repayment o 
debt on an extended schedule. Accord 
ing to the terms of the act, if 75% of the 
creditors agree to the scheme, thi 
courts can order the remainder to abide 
by its terms as well. 


irn M em ARM ee s m ATOLL rear ACOA 


pore a fortnight or so ago on business 

Borneo Properties, the firm whicl 
purchased the hotel, was registered tw« 
days before the deal was announce 
with an authorised capital of S$1 millior 
and a paid-up capital of 8$2. Its two re 
gistered directors are partners in the lav 
firm of Lee & Lee, but the bankin; 
source said that the Brunei royal famil 
was the ultimate owner of the company 
The family was persistently rumoure 
to be interested in buying the hotel; it ai 
readv owns the Royal Holiday In 
across the road from the Hyatt and ; 
number of other hostelries around the 
world. 

The Hyatt’s price, which works ou 
at S$166,000 a room, is high when thi 
rough rule of thumb is to multiply aver 

age daily room rates (currently less thar 
$$100) by 1,000. The price, though, i 
less than half the building cost a room o 
the hotels in Raffles City and Marin: 
Square. The Hyatt expects its occu 
pancy rate to average 70% this year 
four points lower than 1985, but bette 
than the current level of 64% for the res 
of the industry in Singapore. 


SH's results, just released, shov 


| that turnover rose 1395 to $$27.18 mil 


lion in the first half of 1986, compare 
with the same period last year, whik 
pre-tax operating profit (befo re extra 












rowings. and deprecia 
to $$842,000. But th 
pected property-tax ebate 
million. SH predicted a small 
loss for the second half of the year : 
to the oue S ioe glut. 7757 






















t was ede long 
E the. official anr 





|. dov rom 64 M cents i on2 2 > Sep- 
rto dar M. cents. m En its par 









d up ‘to the Sülpeiiioh "dt 
pted the KLSE to ask the board 
EE ther it knew of any reason for the 
- high turnover and whether an important 
: incement was imminent. The 
ips response was to request a sus- 
: son and it was only then that the 
crisis with its banks came toa head. 
According to its 1985 annual report, 
| Promet owed banks M$295.3 million as 
| of 31 December, of which M$266.4 mil- 
| lion was unsecured, and around 37% 
| was repayable within 12 months. Apart 
ls 











from the M$108.5 million due to the 
banks in the short term, the group had 
other current liabilities totalling M$151 
million. In addition, Promet reported 
unsecured contingent liabilities. | of 
M$203.9 million. Shareholders’ funds 
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put at M$2 26 million. 

. H is understood that the foreign. 
banks among Promet's list. of creditors 
are the ones with the least security on 
their loans. This seems to be borne out 
by the composition of the ad hoc bank- 


ers’ committee, which contained only - 
one of the Malaysian banks — Arab- 


Malaysian Merchant Bank, which acted 


ingapore branches 
ank, Morgan 









of the Hongkong 


T rust, which acted as chairman. 


| part from these three and Stan- 
chart, the other 15 restrained by 
Proniet's injunctions — are: 
Bumiputra Malaysia, 


year 13% owned by Morgan Guaranty), 
Aseambankers Malaysia, Public Bank, 
First Interstate Bank of California, 
Royal Bank of Canada, Amro Bank, 
Banque Nationale de Paris, Lloyds 


Bank International. National Bank of- 


Abu Dhabi, Morgan Grenfell (Asia) — 
also acting on behalf of Morgan Gren- 
fell and Co. — Banque Paribas (SEA) 
and Bank of America, It may be signifi- 
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Surplus eases the need 


South Korean companies delay plans for more convertible bonds 


By Paul Ensor in Seoul 


“outh Korean companies are un- 

likely to issue many more converti- 
ble bonds (CBs) this year, beirn a is- 
sues by two major companies in the firs 
six months. One or two more issues 
are expected by the end of the year, and 
the slowdown seems to come from a 
combination of factors — a sudden 
surplus of foreign exchange in blue-chip 
companies, and expectations. 
Ministry of Finance (MoF) approval 
| will not be as easily given as in the 
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past. Few expect that the slowdown will 


be anything. more than a short-term re- 

spite from the country’s plans to gradu- 

ally open the stockmarket to foreign 
Mons 

With the current account heading for 

ts first, substantial surplus in- many 







$ ing to a MoF official, “although loans 
.. and equity are two very different things, 






have said that the MoF has told com- 


panies informally to put CB issuance. 
. plans on hold, though the official denies | 


| this. 
. South Korean companies have been 





Up to now that the equitbused: instru- 


that 


, the MoF has cut back on the 
country's borrowing. schedule. Accord- 


.. we have to take this policy into account. 
> before approving: anything. " Local. 
— brokers, as well as sources in London, 


- able to secure such good terms on CBs | 


|| the beginning of the year, South Korea 
. was to raise around US$150 millionin 
equity-related instruments — convert 


ments have been by far the cheapest 
method of raising foreign exchange, al- 
beit in small amounts. Because many of 
the blue chips eligible are enjoying re- 
cord export sales, they are awash with 
foreign currency, and drawing back 
from the international capital markets 
should not be especially painful. 

Two companies — Goldstar Co., 
and Hyundai Engineering and Con- 
struction (HEC) — had been expected 
to issue later this year. Brokers say that 


Goldstar, one of the country's two elec- 
tronics giants, has appeared to be unde- - 
cided on the wisdom of an issue all | 


along, partly due to opposition from the 


top management of its chaebol parent, = 
the Lucky group. | 


H EC has struck many as an. illogical 
with the vanishing Middle Eastern con- 
struction business, based upon which the 
company grew into one of the country's 
largest in the 1970s. While it is undoubt- 


edly Hyundai's turn in this very prestige- 
oriented form of money-raising, HEC 


does not have the international prestige 
that Hyundai Motors enjoys, for exam- 
ple. Of the three issues already made, 
the first, by Samsung Electronics Co., is 


performing by farthe best, having traded | 


recently at 125% above the i issue price. 


Bank E 
Malayan Bank- | 
ing, Bank of Commerce (until May this | 


choice, considering its problems - 


on behalf of its compatriots — while the | € 
remainder were the Si 


“Guaranty and Manufacturers Hanover | | 


| petition for the management o 


is lifted. Hoc. tie roles as 
September of Promet’s interim. 
dited results for 1986 have not incre 
its chances of survival. Inthe six mon 
“to 30 June, Promet's turnover plun; 
7395. from M$193.4 million to M$5 


MS$4.8 million in the first half of lasts 
-from associates enabled the group to 
show a M$3.9 million profit before tax, 
but the bottom line was a M$3.8 million 


loss, compared with a M$6.5 million 
profit in the same period the year: be 


The wordt pectivite has been Yukon 


in local equities. Slightly more than 


‘Barring | an agreement in ongoin 


seemed doubtful that the new. ‘fund 
year. 


tiations on the new fund (SH 





Services on purchases be equally di 


been deleted, and though the m 
of the investment-management c 





























mpar 
Own pe hie. 4 n 
t Lines. 


































































million, while its operating profit of 
has become a loss of M$23.9 milli 
Surprisingly, Promet's share of. profi 


fore. | 


shodaerdavesnenintunawarad fama serai aimi 


whose price has dipped below i 
levels in the past and was recently trading 
at only a few points over. = 
| According to projections inside ‘at 


ble bonds and offshore funds investing 
US$100 million has been raised so fa 


negotiations about a new fund to be 
listed in London and modelled roughly 
upon the successful Korea Fund in New 
York, no more equity raisings will come 
in this year. A source at the. MoF 


would be launched by the end of the 
Sources in London say that ne 


July). have slowed due to fl 
g interest on the South K 
side. The South Koreans are no 
pletely happy with the idea of 1 
London in Sterling as was origi 
lanned. Some features of the 
ormat which had bothered foreig 
such as a requirement that broke 









among local securities houses. 


mittee will be local brokers, the 
foreign member will have ultimate 
Barings and Schroders are in stiff. 


fund, and Barings is also looking. 
lead pontio on the issue. 
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3 HP) n: ken the Perth- base der 


ment on a set of rules governing future 
keover bids by his Bell Resources. 











































ember by BHP's chairman Sir 


partial bids by Holmes à Court 
r this vear. 
An exchange of letters — addressed 
ear. Robert," "Dear John" and 
Jim" — outlined the agreement 
"rey Bell Resources agreed not to 
cre se its 28.5% stake in BHP and El- 
lers its 18.5% BHP shareholding, ex- 
cept in certain specified circumstances. 
The two largest shareholders will not 
expand their holdings unless they make 
a full cash bid for the company: the 
make a partial bid approved by 'BHP 
shareholders, a third party. makes a 
- takeover bid for BHP? a third party gets 
. more than 20% of BHP, or they get the 
-onsent of BHP shareholders. 
- Bell and Elders agreed to consult 
_ BHP should they wish to sell their BHP 
| shares, as BHP would consult Elders 
| should it sell its 17% holding in Elders. 
-All legal actions between the parties will 
be dropped. ending a bonanza for Mel- 
| bourne lawyers. A dispute over Bass 
ae UL oil royalties between BHP and a 
Bell subsidiary will go to arbitration. 
In the counting ef the spoils, Holmes 





| profit 


| M$402m 
(US$15.4m) 






(E we arc 


¥ 30 June | M$6.3m. 
. | (U882.4m 











p" Won 3, 3b 
(US$3.8m) 


H 30 June | 





: Y30 June A$242 26m 









| | A$382b — | 456. 
ue |. . |(US$1502m)]. | j(USS24D0 . N 
| ¥30June | NZ$227.9m d NZ$4.2b -8 





(US$109.6m) 





on to its board in exchange for an agree- 


Covert negotiation resulted in a. 
rtite peace treaty announced on 15. 


mes Balderstone, Holmes à Court | 
and John Elliott, chairman of pastoral- 
based: conglomerate Elders IXL, which 
erged as a "white knight" BHP ally 





152 





à Court appears to emerge with the 
greatest moral victory. After three 
years of much-derided attacks on BHP, 


he sits on the board of Australia's 


largest company with the biggest hold- 


ing in his grasp. 


Immediate financial gains are less 
clear. His present stake does not let him 
unlock BHP assets, let alone use its cash 
flow. With holding costs estimated by 
research director lan Story of Sydney 
stockbrokers Meares and Philips at 61 A 
cents (38 US cents) a share, his first 


target must be an increase in BHP’s di- 


vidend (currently 37.5 A cents). Elders 
is probably in the same boat. 

Conditions had turned against any 
new takeover bid in recent weeks, as 
BHP profit growth dipped with low oil 
prices and weak resources. demand 
while the price of unlocking further 
minority shareholdings remained high, 
towards A$10 a share. Last month, 
Holmes à Court decided to husband re- 
sources by extending bv a year delivery 
of, and the A$500 million payment on, a 
5% BHP share parcel secured on option 
from Adelaide Breanishipe: 


lders appeared to have gained most 
from the deal. Its BHP defence was 
followed by BHP injecting A$1 billion 
into Elders convertible preference 
shares. In the new deal Elders has secur- 
ed its back against a change in control of 
BHP by getting BHP to sell options on the 
uncoverted notes to a company friendly 
to Elders called AFP Investments. 
. Thus assured, Elders chairman El- 
liott returned to London to carry on his 
quest for a British brewer, part of a plan 


to take the Fosters Lager of Elders sub- 








M$598 9m 
(US$229 9m) 
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M$1598m |  -30. 
(US$61.3m) | 
Won 248b +50- 


(US$281.8m) | - 









| (US$2.0b) 





USX ( formerly US Steel) may sign: 


could not be far off. 






itat; : as Alhed 
s, which has Glen ‘poison pill 
y lih Hanson is said to be 












of Australia’s most aggres- 
ae. inp rr 18 on its 





ip. l 

has the ene to d the ideas he 
claims can make BHP grow more 
rapidly. He is believed to be anxious to 
turn BHP away from its investment in 
base metal and oil reseryes, and into 
extensions of existing business. — 

His recent purchase of a small stal 
in the troubled American steel company 









interest in finding finishing and fabrica- 
tion outlets overseas for an. éxpanded 
basic steel output in Australia. 

Holmes à Court said he had no plans 


- for: à further BHP bid "at this time" but 


said circumstances could change and the 


new agreement provided a “civilised” 


set of rules for this. Elders is now techni- 
cally safe to sell out to Bell, but is mor- 
ally bound against doing so. 

Even $ó, sharemarket judgment 
has been that the agreement is more of a 
truce than a permanent peace. BHP's 
share price, initially at least, con- 
founded predictions of a plunge once 
the “takeover premium” had been re- 
moved by jumping 24 A cents to A$7.84 
the day after the announcement. Bell 
and:Elders prices eased.as prospects of a 
BHP sell-out faded. Prospects of a 
higher dividend were only partly the 
cause of the BHP price jump: many in- 
vestors believed a new outbreak of war 


3 Pre-tax profits fell to M$81. im from n M$1 43. 3m in previous 
year, 








“Net earings, which in Faas extraordinary gain of M$2.3m_ 
vs loss of M$10m, represent. turnaround from previous | 
years loss of M$37.2m. 


Sales target of 58.496 odi ily 
od 











i ear seems possible in 





But Japanese inputs, rising 
burdens will Squeez 


One-for-one bonus issue. announced. 
was A$3.57m vs A$S1. 12m previously. 


Extraordinary gain amounted to NZ$14m lowes p of 
financial services division and. other interests. plus debt 
write-offs. 


















atest official figures suggést India 

turned in 4% growth’ or 1985-86 
(ended 31 March), against the earlier 
estimate of 3%. But the economy will 
have to perform much better in the cur- 
rent year to log 5-5.5% growth and sus- 
tain that momentum during the next 
three years if the 1985-90 seventh-plan 
target of average annual growth of 5% is 
to be achieved. Government 
are worried that growth in 1986-87 may 
not exceed 4.2%. 

The prospects for agriculture are not 
bright. The monsoon started later than 
usual and its subsequent performance 
was erratic, which makes realisation of 
the target of 89 million tonnes of food- 
grain for the winter crop difficult. This 
target has remained unchanged for the 
third successive year. Foodgrain pro- 
duction for 1985-86 is estimated at 146- 
148.5 million tonnes against a target of 
159.2 million tonnes. The target for 
1986-87 is 160 million tonnes, but the 
setback to the winter crop makes this 
unrealistic. 

The wayward monsoon also throws 
into doubt the target for non-food 
crops. Oilseeds output is targeted to go 
up to 14.8 million tonnes against the 
previous year’s target of 13.6 million 
tonnes and actual achievement of 11.6 
million tonnes. Similarly, the target for 
sugar cane has been raised to 190 million 
tonnes, though the previous year’s out- 
put of 175 million tonnes fell short of the 
target of 185 million tonnes. 

Industry performed well during 
1985-86, recording growth of 6.3%. 
During the first quarter of fiscal 1986- 
87. Industrial production was 8% higher 


Problems ¢ on the horizon 


lanners 
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TRADE DEFICIT 


'79-'80 '80-'81 '81-'82 '82-'83 '83-'84 '84-'85 '85-'86 


than in the corresponding period of 
1985-86, the significant increases being 


in jute textiles (53.4%) and saleable pig 


iron (48.7%), while there was a marked 
decline in tea (19.3%). 

Sustained industrial growth depends 
on a crucial factor — industrial rela- 
tions. These were relatively good during 
1985-86, with only 29.2 million man- 
days lost due to strikes and lockouts 
after a peak of 56 million man-days lost 
during 1984-85. The current year 
promises to be troublesome because 
5.2 million federal-government em- 
ployees (including armed-forces per- 
sonnel) are to get a substantial pay 
rise soon on the basis of the recom- 
mendations of a commission. This is 
likely to invite similar demands from 
state-owned sectors and private indus- 
try. 

A general wage increase would also 
have implications for prices. Inflation, 
as measured by the wholesale price 
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‘about Rs 348 billion. Latest data esti- ' 


‘is nearly 50% higher than the 1984-85 1 


months of the current year despite Ee 


the total gap for the first two years of e 


unless the average growth of exports | — 










index for all commodities over rim year 
tọ 2 August, was 3.8% — down from the | t 
5.6% recorded a year ago. | 
' But there are already signs of | 
new inflationary pressures. : 
During the fortnight to 20 | 
June, time and other deposits | 
with banks a major | 
component of money supply. | ; 
— increased by 0.71% over 
the previous fortnight - to 
Rs 1.24 trillion (US$98:5 bil- 
lion). 
The planners have reason | | 
to be worried about the 
balance-of-payments posi- 
tion. The 1985-90 plan had | 1 
projected exports to go up by | 
6.8% annually, and imports — 










































jected at Rs 606.53 billion and imports | | 
at Rs: 954.37 billion, leaving a gap of * 


mate imports for 1985-86 at Rs 184 bil; | 
lion and exports at Rs 104.2 billion, | 
leaving a gap of Rs 79.8 billion, which | 


gap of Rs 55.38 billion. 
What is alarming is that the same. 
trend was visible during the first six 


cial measures to boost exports. If this || 
trend continues for the rest of the year, | 


on. would be around Rs 160-180 bil- . | 
on. The World Bank, in its report on | 
India earlier this year, had warned theta : 


was close to the plan target of 6.8%, | 
commercial borrowings and the o" 
comitant debt-service levels would be. 
too prohibitive to maintain impor 
levels necessary to the overall growth: | 
target ofthe seventh plan. — Wee " 
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HONGKONG: The market struggled successfully 
to break through the 2,000-point psychological 


tain momentum. Sharp falls in New York and 
Tokyo, coupled with news of financial trouble.at 
yet' another established local business group, 
caused the market to fall back sharply. The index 
ost 28 points on the period to close at 1,942.34 on 
average daily turnover of HK$520.8 million 
108366. million). Pt. 


TOK O: The New York Stock Exchange's 11 
Sept. plunge set off a corresponding drop the fol- 
owing day in Tokyo, jolting the Nikkei Stock 
Average for a one-day decline on 12 Sept. of 
460.73 points, its largest ever in point (though not 
np ercentage) terms. For the holiday-shortened 
eriod, the index ended lower by 451.73 points at 
18,100.52. Analysts generally thought the sell-off 
would serve as a needed correction to the market, 
rather than presaging continuing declines. Aver- 
age daily turnover for First Section stocks, though 
dow n from high August levels, was a moderately 
1Yeavy 897 million shares. 


SINC MPORE: In a week dominated by news of 
Pr omet’s financial problems and steep falls on 
Wall Street and Tokyo, shares in Singapore re- 
ceived a fair degree of support, with the Fraser’s 
ndex closing the period at 4,814.10 points, down 
33:51 Marine firms such as Keppel, Far East- 
Levi 1gston and Neptune Orient Lines were nota- 
| m resilient and Chuan Hup was the second most 
heavily traded stock after Promet. Poor prospects 
for the Malaysian economy dampened sentiment. 
Daily turnover averaged 17.21 million shares. 

Es, 1 
KUALA LUMPUR: Heavy selling of Promet dur- 
ing the first part of the period and subsequent sus- 
pension of the counter at mid-week dod 
market sentiment. Investors preferred to sit and 
wait it out for better news, though there was some 
vidence of bargain-hunting after the initial panic 
wer Promet was over. Fraser's Industrial Index 
ost 99.45 points to finish the period at 2,664.40, as 
nervousness over the falls in New York and Tokyo 
sparked off selling towards the weekend. Volume 
was also way down, with an average daily turnover 
of 8.97 million shares. 

PEN 

USTRALIA: Markets showed resilience against 
he record falls on the Tokyo and New York stock 
«changes. The All-Ordinaries Index closed 11.1 
points weaker at 1,224.4 after a bout of profit-tak- 
ing in industrial stocks, trigerring a 39-point 
lunge in the All Industrials Index to 1,917. Over- 
seas buying of blue-chip miners, which appeared 


] 
" 
^ 


comparatively low price earnings ratios, saw the 
All Resource Index dip less than a point to 698.5. 
The unexpected “truce” to the long-running cor- 
- porate war for control of Broken Hill Proprietary 
Co. (BHP) prompted a sharp downward re-rating 
_of the share prices of the companies involved — 
Elders IXL, Bell Resources and BHP — as the 
agreement defers speculation of a sell out for the 





all Street’s hangover 


RECORD-breaking falls on the New York and Tokyo stock ex 


barrier-on the Hang Seng Index but failed to sus- - 


active in light of a low Australian dollar and 


d 


the early part of the period, rising strongly in 
index terms but on diminishing volume in a small 


ened. Selling pressure built up in the second half 
Sept. 


BOMBAY: Prices continued to fall over the period 
despite the central bank's forecast of better eco- 
nomic performance for fiscal 1986-87 (ending 31 
Mar.). Major institutional investors, such as the 
Unit Trust of India and Life Insurance Corp., 
which normallv come to the market's rescue, 
stayed away this time. The BSE Index fell 6.44 
points over the period to 551.55. 


BANGKOK: The rallies of the past few weeks 
gave way to profit-taking which forced prices 
down over the period. The Book Club Index lost 
1.04 points to close the period at 144.4. There 
were, however. more gainers than losers: 
Sahapattanpibul topped the rising column, fol- 
lowed by Thai Plastic & Chemical and Thai Tin 
Plate. Big losers included Union Plastic, Dhana 


Ea 


range of stocks, while the rest of the market weak- - 


| | changes dampened - 
sentiment throughout Asia in the period to 15 Sept. Malaysia lost heavily as confi- 
dence was further eroded by trouble at one of its blue-chip counters. dome 


NEW ZEALAND: The market continued its rally in 


of the period, following Wall Street's plunge on 11. 


Siam and Union Textile. Volume for the period - 
totalled 4.17 million shares valued at Baht 868.67 - 


million (US$33.2 million). 


MANILA: Philex Mining, Philippine Long Dis- 
tance Telephone and Lepanto again figured 
prominently in lower turnover which averaged 
P42.5 million (USS2.1 million) a day, down 38% 
from the previous period's six-month high. Min- 
ing shares accounted for 55.5% of total traded 
value, exceeding that of commercial-industrials 
only for the second time this year. The mining 


- index fell 25.21 points to close at 1,278.18, driven 


down by weaker closings by Atlas and Benguet. 
The commercial-industrial index, however, gain- 
ed 10.94 to close at 439.11 after reaching a record 
high of 459.03 on 11 Sept. 


SEOUL: The lacklustre mood of past weeks con- 
tinued, further dampened by news of market falls 
abroad. The composite index slipped 0.11 of a 
point to 263.3 points over the period. Trading rose 
an average of Won 6.76 billion (US$7.7 million) to 
Won 24.71 billion a day. Market buoyancy con- 
tinued despite terrorist bombing at Seoul’s Kimpo 
Airport on 14 Sept. Chemicals gained the most, 
up 2.36%, followed by construction, up 1.78%; 
falling the furthest were wood and wood pro- 
ducts. 


TAIPEI: The market dropped amid fears over the 
continuing appreciation of the Taiwan dollar. 
There was also nervousness over protectionism in 
the US ahead of bilateral trade talks in Washing- 
ton in October when Taiwan will come under 
further pressure to reduce a huge trade surplus. 
Overall sentiment was bearish in reaction to heavy 
losses on Wall Street and other major interna- 
tional markets. The weighted price index dropped 
13.41 points to end the period at 911.27. Average 


con turnover was NT$1.95 billion (US$51.2 mil- 
lion). 
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aoe The Most Authoritative Newsletter Of Its Kind vee = 
*5 | We take great pleasure in introducing the JAPAN FINANCIAL 
id REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Fat 
Eastern Economic Review, Asia's acing business/news 
magazine. 
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Rushed to you anywhere in the woud by jet speed, JAPAN 
FINANCIAL REPORT has become a principle source of inside 
information on Japanese banking, business and finance for people 
with a need to know. | 


Hanson Uniquely Qualified ... 


Hanson along time resident of J apan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
The Financial Times and The Times of London among other prestigious journals. 





- Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 

^ which can help you chart a safe course through the labyrinth of Japan's financial world and at the 

-.same time provide you with an unparallelled insight into the workings and thought process of the 
: Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


_ For Bankers, Brokers, Corporate Treasurers etc... 


Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep you 
abreast and, in many cases, ahead of rapidly changing events which can and often do affect Japan's 
^ financial, economic and industrial well being. 


Act Now And Begin Reaping The Benefits... Subscribe Now... 























Don't delay! No other publication of any kind etl a a thee DNO 
..can match the scope and depth of information FAR EASTERN ECONOMIC REVIEW LTD 
/. you'll get in every issue of the JAPAN FINAN- PUBLICATIONS DIVISION 
CIAL REPORT. Do it now while you are think- GPO BOX 160, HONG KONG 
nq. about it. To subscribe simply complete the C] Please enter my subscription to the JAPAN FINAN- 
pecial trial subscription order form and return CIAL REPORT for the indicated term. |. 
| with the indicated amount in the handy self L enclose cheque/M.O. in the amount of... (On) 
dressed envelope. z Please charge my credit card. 
2i ge sese M 0 6 months US$272. O 1year US$495 - 
JAP AN FIN ANCIAL REPORT is designed to "au may be made in equivalent in local 
help. you by providing vital information you currency) - (Please print in block letters) 
sed which in the short term might save you Name | "v EER 
me, energy and money, and in the long term i MN mE 
Address ——————— 


Ip in strengthening your Japanese business 
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i aLee Charge. 
ho wuld the JAPAN FINANCIAL REPORT fail for iii 
any reason to live up to your expectations you Expiry date 
may stop your subscription at any time. We'll NP 
promptly refund the unused portion of your ea Nae | 
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Bus passengers disembark along the Khunjerab Pass. 


B icycles, cigarettes and cheap plastic 
jewellery have replaced the gems 
and silks that once were carried over the 
highest point of the old Silk Road, the 
16,000-ft Khunjerab Pass. The moun- 
tain road linking Pakistan with western 
China was only opened to foreign 
tourists on 1 May, and technically there 
is not supposed to be any trading at all 
along what was once the most famous 
trade route in the world. 

But the Karakorum Highway, as the 
road is now called, is clearly more than 
just a tourist route. The thousands of 
Pakistanis who travel to China every 
year — ostensibly as tourists — are not 
coming for the sights of Xinjiang. In 
their luggage they carry silks, tobacco 
and a wide variety of trinkets for sale to 
the Chinese. Customs officials enforce a 
strict weight limit but seem otherwise to 
look the other way as this “tourist” high- 
way is used for de-facto commercial 
purposes. 

The Pakistanis carry back with them 
bicycles, textiles and household 
appliances. They say that Chinese 
goods are considered desirable in Pakis- 
tan, though assuredly this desire has not 
yet reached the pitch of the ancient Ro- 
mans whose voracity for seres’ silk had 
eventually to be regulated by law. 

The only officially sanctioned trade 
over the Karakorum Highway is be- 
tween the two border peoples. Special 
delegations from Pakistan’s Hunza Val- 
ley visit Xinjiang during the few months 
each year that the snowy pass is open. 
They speak a Persian language similar 
to the Tadzhiks living over the Chinese 
border, and consider them “brothers,” 
in the words of one Hunza truck driver. 
Both peoples are Shia Muslims. 

Chinese foreign trade officials esti- 
mate that this border trade totalled 
US$250,000 in 1985 — not a large sum. 
But the Pakistanis are eager to expand 
trade relations over the Khunjerab, and 
local Chinese officials do not seem op- 
posed. Businessmen are hoping the 
highway will become a designated com- 
mercial route in a few years, after Pe- 
king has had a chance to get used to the 
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idea — and the road has undergone 
further repairs. 

Peking may already be warming to 
the idea of greater trade over the high- 
way. Central authorities have told Xin- 
jiang to “Look West” in its efforts to de- 
velop the region. By this, say Western 
diplomats, they mean trading not only 
with the Soviet Union, but also Pakistan 
and even some Gulf countries. 

The influence of Pakistan can be felt 
already in certain Kashgar hot-spots. 
Chini-bagh guest house — the former 
residence of the British consul-general 
in Kashgar — now swarms with Pakis- 
tanis bundling together their belongings 
in preparation for the big trip. In these 
rooms Lady Macartney, author of An 
English Lady in Chinese Turkestan and 
possessor of an evidently iron nerve, 
once struggled to make a Western life 
for her family here in the world's most 
remote outpost. From them now wafts a 
tempting odour of curry. 


Tom over the pass is no 
easy matter. Although the parking 
lot of the guest house is jammed with 
vehicles of all description, from smart 
new blue Toyota Jeeps (property of 
China International Travel Service) to 
lumbering, decrepit city buses, at a given 
moment every vehicle in town may be 
commandeered by Chinese Muslims 
making the pilgrimage to Mecca. Sino- 
Pakistani transport agreements only 
make things worse. Public Pakistani vehi- 
cles are not allowed to take passengers 
back from China, and Chinese vehicles 
are similarly restricted. While would-be 
passengers wait impatiently for rides, 
empty buses hurtle past over the highway. 

At the moment, the highway is 
hardly fit for serious trade. After 700 
years, the economic realities that 
caused the waning of the Silk Road still 
hold true: the long sea route from 
China’s seacoast to India and beyond 
remain a lot cheaper than the more-di- 
rect land route. 

Indeed, at the moment the highway 
is hardly fit for anything at all. Calling 
this road over the barren, yellow 


Karakorum moun- 
tains a “highway” is 
something of a cruel 
joke for those travel- 
lers to whom the 
word “highway” 
connotes something 
more than a camel 
trail. (On the other 
hand, for those travellers who grow 
weary of the crass exploitation of China’s 
ancient monuments, the Silk Road pass 
offers a refreshing change. ) 

The Chinese evidently decided to 
open the road to tourists on 1 May only 
under the pressure of a pre-arranged 


deadline, for the construction is by no: 


means finished. Through much of the 
wide, boulder-strewn vaMey between 
Kashgar and Tashkurghan, the last 
towns before the Pakistani border, the 
highway dwindles to a rocky donkey 
track. Passengers on the public bus will 
find themselves repeatedly asked to get 
out and walk while the vehicle lurches 
over a particularly dangerous patch. 
One group was told to disembark while 
the bus splashed through a little river 
that had spontaneously cut a path down 
the mountainside from a faraway 
glacier; the driver then motioned im- 
patiently for the passengers to wade 
after him through the icy, knee-high 
stream. 

But while the highway's poor condi- 
tion may keep a lid on trade, China's 
now-ubiquitous backpackers seem un- 
deterred. Chinese customs officials esti- 
mate that 10 independent foreign 
travellers come over the Khunjerab 
Pass every day. Many are following the 
latest low-budget travel loop: from 
Pakistan through Xinjiang and Tibet, 
and out through the mountains into 
Nepal. 

Why China permits this kind of 
tourism is anybody's guess. Most 
backpackers are spending as little 
money as possible and therefore bring 
little foreign exchange into the country. 
Many of them express frustrations at 
China's travel restrictions, generally 
tighter than those of the Subcontinent. 
They say China has a bad name on the 
backpackers' circuit. 

Worst of all, they roam all over the 
most strategically sensitive area in the 
country. The expulsion of New York 
Times journalist John Burns for travel- 
ling through "restricted areas" is un- 
likely to discourage the backpackers 
from hopping off public buses in cities 
not open to tourism — or trying, as in 
the case of one middle-aged British 
geologist, to hitchhike across the Aksai 
Chin plateau, a region disputed be- 
tween China and India. These travellers 
also tend to side with the Uighur and 
Tibetan peoples against their Han rul- 
ers. Their sympathies are* not with the 
Chinese Government. — Carroll Bogert 
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For worldwide financial service, you should 
look for a bank that offers you a bit more than 
just services worldwide. 


You need a bank whose interest 
doesn’t stop short at your balance sheet. 
A bank that takes the trouble to under- 
stand your business, in order to provide 
you with sound advice; and not just in 
financial matters. A bank that is large 
enough to offer you a complete range of 
financial services, yet flexible enough to 
produce tailor-made solutions to your 


One of the leading banks in the world. 

Dresdner Bank AG 

Head Office: Jürgen-Ponto-Platz 1, 6000 Frankfurt/Main, 
Fed. Rep. of Germany. 


international problems. We are Germany’s 
second largest bank, with 1,000 domestic 
branches, ' and over eighty offices world- 
wide. After being in international busi- 
ness for more than a century we work for 
more than 100,000 companies. They 
know what they can expect from us. A full 
range of international financial services — 
and a bit more. 


Dresdner Bank . 


Bank with imagination 


In Asia: Beijing, Bombay, Hong Kong, Jakarta, Osaka, Seoul, Singay 


. Taipei, Tokyo - Dresdiier (South East Asia) Ltd., Singapore. 
* In Australia: Melbourne, Sydney. a : 








advertisement isn't asking for your money. 
Just for your compassion and understanding. 
To help, please contact the UNHCR Office 

in your country or a voluntary agency which 
is concerned with refugees. 


Very lonely indeed, if family and friends 
have been left behind. 

The United Nations High Commissioner 
for Refugees needs your help to give 
refugees a feeling of belonging. This 
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United Nations High Commissioner for Refugees 











IN THE HEART OF A CITY 
CREATED FOR COMMERCE 
A NEW ERA IN LUXURY. 


The Osaka Hilton International is now open. 


We offer: 

e [deal central location 

e Well-equipped business centre 

e Spacious well-appointed guest 
rooms 

e Executive floor with concierge, 
complimentary continental 
breakfast and private lounge. 

e Numerous restaurants 

e Extensive recreational facilities 


| For reservations, call your travel agent, 
any Hilton International botel or Hilton 
Reservation Service. 


OSAKA HILTON INTERNATIONAL 





Someday all cameras will be like the Minolta 7000. 


You begin with a vision of the ideal 
camera. An SLR to unleash the creativity 
in every photographer, regardless of 
experience. 

This would be an autofocus camera 
with astonishing speed, precision and 
ease of operation. A camera that sets 
new standards in every aspect of SLR 
photography. 

Above all, this ideal camera would 
become the heart of the most advanced 
autofocus SLR system of cameras, 
lenses and accessories ever imagined, 
where camera and system interface, 
each controlling the other. 

This camera is no longer a vision. It 
is the Minolta 7000. With precise auto- 
focus, even in total darkness with the 
Minolta Program Flash. Automatic Multi- 

Program Selection. Creative multi-mode 


MINOLTA 


exposure control. Automatic film operation. 
And the world's most complete system of 
autofocus lenses, 18 in all and more to 
come. 

This is the camera that has already 
won more awards and more praise than 
most any camera in the history of 
photography. 

But most of all, this is the camera that 
represents Minolta's commitment to 
technical leadership. To serving every 
photographer around the world for the 
years to come. 

The Minolta 7000. Someday all 
cameras will be like it. 


The Hi-Tech Autofocus SLR 


7000 


MINSTA 





Minolta Camera Co., Ltd. 30, 2-Chome, Azuchi-Machi, Higashi-Ku. Osaka 541, Japan 
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ommerzbank, ene of West 

Germanys "Big Three" financial 
institutions with a business volume of 
over DM 150 billion, has a long tradition 
of serving a demanding corporate clien- 
tele in Southeast Asia and the Far East. 


Present in Asia's key business and 
financial centers, Commerzbank offers 
acomplete range of commercial, invest- 
ment and merchant banking services. 
From all kinds of short, medium and long- 
term lending to comprehensive trade 
financing facilities. From managing major 
fund-raising operations to organizing 
German stock exchange introductions. 
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«Determination 
is the cornerstone 
of progress» 


Clients throughout the region 
benefit from Commerzbank’s intimate 
knowledge of individual markets 
both in Germany and internationally. 
And from its valuable links with 
local authorities and business com- 
munities in many countries around 
the world. 


Reflecting the Bank's firm commit 
ment to the Asia-Pacific area, Commerz- 
bank's shares will be quoted on the Tokyo 
Stock Exchange starting in October. 
Moreover, a new Tokyo subsidiary 
specializing in securities is to start its 
operations in early 1987. 
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Commerzbank 


German knowhow in global finance 
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| tch Whisky 
fided and bottled in Scotland. CR 


WINE & SPIRIT MERCHANTS. ~ 
BERRY BROS & RUDD LTD LONDON 
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